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Announcing IBM’s exciting new 
typewriter color—Fiesta Red 


You'll see the difference in dollays She'll see the difference in work and 
and cents! It’s amazing! An IBM can time! Your secretary will be happy as 
save you so much time and work it will a lark with her new IBM—it makes 


pay for itself. Maintenance costs are typing so much easier! Why, it actu- 
low, too, because it’s the simplest ally takes up to 95.4% less finger- 
electric in design and operation—the effort than a manual. And no matter 
most dependable in performance. And, what touch she uses, every letter will 
of course, it turns out the world’s be sharp and uniform—turning out 


best-looking letters! typing shell be proud to turn in/ 
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Low telephone earnings do not mean low rates 


Good telephone earnings do not mean high rates 


Many years ago the Bell System 





pledged itself to provide the best 





possible service at the lowest possi- 





ble price. 


We meant it then and we mean 





it now. 


Today, more than ever, it is evi- 
dent that the best service at the low- 
est cost in the long run depends on 
good earnings. 


To a considerable extent the pub- 
lic, and we are afraid many who 
should know better, have come to 
think that low earnings mean low 
rates and good earnings mean high 
rates. 


Yet few people have the idea that 





The best service 
at the lowest cost 
in the long run 


depends on good earnings 











Or the lowest earning meat packer 





makes the best and cheapest hams. 





Or that the lowest earning company 





in any line makes the best and 





the lowest earning soap company 


cheapest products and renders the 





makes the best and cheapest soap. 


best service. 





BELL TELEPHONE SYSTEM 


It doesn’t apply to the telephone 
company either. 

There are many ways in which 
telephone users benefit in both the 
cost and qualitv of service through 
good earnings for the telephone 
company. 
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Management’s Washington letter 


Consumer buying and saving trends; you can expect more 
push from government spending soon; actions by Congress 


Letters from businessmen 
Reader compiles list of managers’ seven cardinal virtues as 
companion to the seven deadly sins; man gets best bargain 
WATCH THIS ISSUE: Outlook for defense overhaul 
President wants up-to-date defense organization that won’t 
bog down in a crisis. Here are major points in controversy 
TRENDS: The state of the nation 


Workers will gain most from Senator McClellan’s bill to 
make unions operate democratically; why it is necessary 


TRENDS: Washington mood 
President has his dander up on reaction to his defense re- 
organization proposal. He plans an all-out fight for it 
Wage push feeds recession 


These built-in pay boosts hamper recovery, cast doubt on 
long-term contracts. How unions help some firms cut cost 


When and how upturn will come 
Business conditions, economy’s strong and weak points are 
analyzed by economist who tells you what trends to expect 
What you can do about stress 
Specialists tell how you can deal with tension, successfully 


pass critical decision points—and reach your personal goal 


Defense need: Freedom to manage 


Secretary of Defense McElroy tells how Pentagon reorgani- 
zation plan would bring new flexibility, stronger defense 
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Reds aim economic guns at U. S. 


Here’s your stake in commercial war with Russia, analyzed 
by Russian trade specialist who sees dirty fighting ahead 


HOW’S BUSINESS: Today’s outlook 


Demand for food products strong; construction cost rise 
continues; Congress reconsiders old ideas to aid recovery 


How to undo a mistake 


A pattern for correcting error should be a regular part of 
every businessman’s thinking. These tips will help you plan 


How noncost forces shape price policy 


Pricing for adequate profits is never an easy process, but you 
can improve your prospects in today’s market situation 


Put power in your words 


Every time the businessman opens his mouth, he’s making 
a speech. There are new ways to communicate effectively 


EXECUTIVE TRENDS: Managers must manage 


Two reasons why companies fail to develop good managers; 
interchangeability of professional managers being debated 


New debt debate coming 


National debt ceiling controversy will get more heated in 
months ahead. Here’s a look at factors that affect business 


Here’s a contest you can win 


There’s time to prepare yourself to answer questions in the 
isolation booth come next November. Here’s what’s at stake 
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When you open for business 
Low-Profile 
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At the O’Rielly Motor Co. truck center in Tucson, Arizona, a spa- =‘ The wide, column-free interiors of Low-Profile Butler buildings are 

cious—sheltered—outdoor display area was created by simply particularly well suited to bowling alley construction. At the Rose 

extending the Low-Profile Butler roof. The wide, eolumn-free in- Bowl Lanes in Tyler, Texas, mass-produced Butler components were 

terior makes it easy to move trucks in and out for service. Insulated, | combined with brick and concrete block to create this distinctive, 

this building is economical to air-condition. prestige-type commercial building. : 
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| in spacious 
Butler buildings like 


these 
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These are the sort of buildings that give you a spe- 
cial kind of pride and confidence on Opening Day; 
the kind of pride and confidence that comes from 
knowing you have built an attractive building of 
superior quality —economically. 

Outside, the sweeping lines of Low-Profile Butler 
buildings lend themselves to dramatic architectural 
styling that sets them apart from ordinary con- 
struction. They are buildings that catch the eye — 
just naturally draw more traffic. 

Inside, the clear-span construction of Butler 
buildings makes selling easier. Traffic moves freely 
because there isn’t a single column or partition 
from wall to wall to create a bottleneck. 

But, how can such an attractive, spacious build- 
ing be econamical to build? It’s simple, by using 


61 pagpwe” 


Manufacturers of Metal Buildings © Equipment for Farming, Dry Cleaning, Oil Production and Transportation, Outdoor Advertising © Custom Fabrication 
Sales offices in Los Angeles and Richmond, Calif. * Houston, Tex. * Birmingham, Ala. * Atlanta, Ga. * Kansas City, Mo. * Minneapolis, Minn. « Chicago, Ill. © Detroit, Mich. 


pre-engineered, mass-produced Butler components 
for the structural frame and roof. This effects econ- 
omies other quality building methods can’t match. 
Costly preliminary engineering and custom fabrica- 
tion are eliminated. The Butler load-bearing frame 
permits fast, economical exterior curtain-wall con- 
struction—with any building materials of your 
choice. You save weeks — even months — of costly 
planning and construction time—and conserve 
capital for business operations. 


For full details on this new way to 
build attractive commercial build- 





Find Your 





. : Nearest Dealer 
ings economically, contact your in The 
Butler Builder. He’s listed in the Y 

a ellow Pages 
Yellow Pages under “Buildings” or ‘ 9 





“Steel Buildings.’’ Or write direct. ‘eo 


BUTLER MANUFACTURING COMPANY 


7456 East 13th Street, Kansas City 26, Missouri 


Cleveland, Ohio © Pittsburgh, Pa. * New York City and Syracuse, N.Y. * Boston, Mass. * Washington, D. C. * Burlington, Ontario, Canada 



















Cast Iron Pipe has protected the well being, 











health and pocketbooks of more Americans for more years 
than any other type of water pipe. 


FACTS YOU SHOULD KNOW ABOUT PIPE 


Your convenience, health, the protection of your home from fire, 


the development of your town or community all depend on your 


water systent. Your water system depends on pipe. That’s why these 


facts are important to you. 


Dollar for dollar, cast iron pipe de- 
livers more water longer . . . and 
more dependably ... than any other 
pipe. 

Proof? 42 North American cities 
are still using cast iron water mains 
laid over a century ago. Hundreds 





141 YEARS YOUNG 
STILL GOING STRONG! 


America’s oldest pipe ... a cast iron 
water main laid in Philadelphia in 1817 
is still working at top efficiency, Cast 
iron pipe, literally, serves for centuries. 





more have passed the fifty year 
mark in service. 

Today, modern cast iron pipe is 
even more efficient. So, don’t be 
fooled by first low cost. When your 
water officials specify cast iron pipe, 
your water system is built to last. 
What substitute pipe can offer you 
such long life and dependability... 
or save you so many tax dollars? 


MEETS EVERY NEED 
There’s a cast iron pipe to meet 


every water need and soil condition. 
Large cast iron mains daily carry 


billions of gallons from reservoir 
to city. A vast network of distribu- 
tion lines supply water to home and 
factory. Cast iron is as versatile as 
it is dependable. 





WHEN THIS TOT IS A GRANDMOTHER... 


the cast iron water mains laid today 
will still be serving. This long life and 
dependability means you pay for your 
water system only once...not again 
tomorrow! On its record cast iron pipe 
is AMERICA’S NO. 1 TAX SAVER. 


CAST IRON PIPE 


RESEARCH ASSOCIATION 


SUITE 3440, 


PRUDENTIAL 


PLAZA, CHICAGO 1, ILL. 











STRAW IN THE WIND: Working-level 
economists in Washington--names you 
seldom hear=--believe bottom is past, 
business upturn taking shape. 





cautious=--but growing. 

They point out: 

Confidence is spreading. 

This could be your best signal of 
upturn in your area. 

Are you optimistic? Are your business 
associates? Do you see new growth of 
confidence where you do business? 


HERE'S WHY CONFIDENCE is spreading: 

People have money. 

They're saving it--putting it in 
banks, buying bonds, paying off debts, 
making room for credit growth. 

And they're spending it. 

Look at these trends: 

Personal disposable income--what 
people have to spend and save--is down 
only 1.5 per cent from peak last fall. 

From year ago it's up $3.2 billion. 





ASK YOUR BANKER about total deposits 
in your area. 
He'll probably tell you they're up. 

t Example: 

: For 541 mutual savings banks, survey 
Shows deposits are highest ever. 

Total's up to $32.4 billion. 
: Year ago it was $30.4 billion, up 
from $28.7 billion two years ago. 





TO GAIN A DOLLAR in real buying power 
average worker has to earn another 
dollar to pay Uncle Sam. 

New data on earnings reveal this. 

Here's what study shows: 

Gross weekly earnings are up about 
$28 a week for average worker in 10 
years. 

But his buying power is up only $7.50 
per week. 

Inflation gobbles up $12.50 of higher 
pay'sS purchasing power, and Uncle Sam 
grabs another $8 a week. 

Look at data for 20 year period=--same 
f trends show up. 

Total pay's up about $57 a week. 

But worker's buying power is up only 
$14 a week. 

Inflation swallows up $28.50. 

Higher taxes take nearly $14.50. 





Talk's not strong, still rather quiet, 


TOM LAOOLALLCHLA RS WASHINGTON LETTER 





ACTION ON TAXES is coming for sure 
this month. 

Unless extended, corporate rate will 
fall automatically from 52 to 50 per 
cent at month's end. 

Wartime excise taxes also expire. 

So Congress will have to decide soon 
if higher rates are to be continued--or 
whether lower taxes will be allowed. 

Outlook: Probable cuts in some 
excise taxes, some depreciation changes 
possible. 

Less likely is change for personal 
incomes. 


ISSUES IMPORTANT to businessmen will 
get hotter in Congress this month and 
next. 

Adjournment's expected by Aug. l. 

Here's outlook for coming debates: 

Trade agreementsS--law expires this 
month; look for year extension. 

Union racketeering--Senate committee 
will report soon; this could open 
full-scale floor scrap. 

Foreign aid spending--action, debate 
by Senate this month; probable approval 
of about $3 billion. 

Appropriations--defense spending will 
top the list, involves most money. 

Pentagon reorganization fight will 
intensify. 


CONSUMERS ARE BUYING at annual rate 
equal to peak period last year. 

Rate dipped earlier this year to 0.9 
per cent below peak. 

Now rate averages $4.3 billion higher 
than year ago. 

Consumer spending trends show: 

Sales climbing, outlook better. 

Durable goods are up 3 per cent for 
month (seasonally adjusted). 

Second quarter is likely to surpass 
first quarter. 

Nondurable goods are up 1.5 per cent. 

Compared to year ago, durable goods 
total is down more than $4 billion. 

But nondurables are up $4.2 biilion, 
services up $4.6 billion. 


YOU CAN EXPECT new orders to pick up 
soon. 

New data in Washington show inventory 
liquidation reached $9 billion annual 
rate in first quarter, may reach $6 bil- 
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lion this quarter. Clearing shelves 
means production index will soon turn 
up again. 


WHAT'S NEEDED to boost sales? 
Here's one view, by Don G. Mitchell, 
head of Sylvania Electric Products: 
"Go out and sell harder." 
He thinks salesmen can make 20 per 
cent more calls, give sales needed 
boost. 


THERE'S ROOM FOR CREDIT expansion. 

Newest data show consumers are paying 
off debt, reducing total outstanding by 
$180 million. 

Credit specialists in Washington say 
you can expect more Shrinkage this year. 
One economist wouldn't be surprised 
to see year's total down from last year. 

He explains meaning for business: 
Consumers are Showing caution, paying 
up what they owe, reSponding to business 

downturn talk. 
What's needed, he says, iS more upturn 
talk, more confidence. 


AMERICANS ARE STEPPING UP buying of 
government bonds, holding on to bonds 
they already have. 

Total outstanding's up more than $300 
million so far this year. 

Sales are running 11 per cent ahead 
of this time last year. 

Redemptions are 9 per cent lower. 

Look for new data out early this month 
for new indications of trends. 


WHAT'S INDUSTRY thinking on business 
prospects? 

Answer is more optimistic than you 
might imagine. 

Survey of 64 national, regional, local 
trade associations by Association Serv- 
ice Department of U. S. Chamber shows: 

Most reSponding say business is good. 

Slightly fewer say it's fair. 

Smallest number say business is bad, 
declining. 

Survey shows numerous associations are 
pushing sales campaigns, industry-wide 
promotion to revive high level of 
consumer buying. There'll be more of 
this in weeks ahead. 


MANY SURVEY RESPONDENTS blame gloom 


talk for much of business drop. 

Here are some typical comments: 

California Fertilizer Assn.: "We look 
for the best year in our history 
in “S6é.* 

Alabama Liquefied Petrolem Gas 
Association: "Demand for our product 
continues to increase. With promotion 
and less talk about recession, business 
will be extremely good." 

Motor and Equipment Manufacturers 
Association: "Business insolvencies 
among our members' wholesale customers 
so far this year are limited to four. 

"At this time last year we had counted 
17 failures resulting in losses to 
member creditors.” 

National Clay Pipe Manufacturers, 
Inc.: "Some of our members state that 
business booked for future delivery is 
50 per cent ahead of 1957." 

In food industry, estimated $635 
million will be Spent this year in 
construction of 2,000 new supermarkets 
and remodeling of 1,700 old ones. 

Burlington, N. C., Chamber of 
Commerce: "We have...come to the 
conclusion that recession in our area is 
more talk than financial." 


BUSINESS WILL GET more push from 
government spending. 

Contract placement's being stepped up. 

That'll add to economy later on. 

What counts now is current spending, 
government purchases of goods, services. 

Here's what national government is 
spending: 

Total purchases of goods, services 
rose to $51.1 billion peak (annual rate) 
year ago--in second quarter. 

Then rate Slipped to $50.6 billion, 
fell off to $49.7 billion annual rate by 
year's end. 

So far this year, rate's $300 million 
below year ago rate. 

This is federal spending for goods and 
services. 

Add state and local purchases: 

Annual rate's now highest ever, up 
$3 billion from year ago. 

Add all federal, state, local buying 
and you'll see this trend: 

Total's $2.4 billion higher than 
year ago. 

Outlook: 
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OW LAOROL ALLL CLALMS WASHINGTON LETTER 


Upward trend will go on with 
end not in sight. 

Specialists believe annual rate for 
federal purchases of goods and services 
may rise to $52 billion by year's end. 

Bigger rise, mostly in defense pay- 
ments, will come next year. 


FALLING INTEREST rates will benefit 
taxpayers--indirectly. 

In year ahead, interest on federal 
debt previously was estimated at 
$7.9 billion. 

Now economists, budget managers be- 
lieve total may not exceed $7.5 billion 

This will save more than $400 million 
for taxpayers. 


CLOUD ON ECONOMIC horizon is capital 
spending for plant and equipment. 

Trend's downward. 

Specialists say you can expect rate 
of spending to decline more in months 
ahead. 

Outlook: From $32 billion annual rate 
n0ow, look for Spending to slide off to 
$28 billion rate by year's end. 

Slipping profits, excess production 
capacity are behind this trend. 

Profit improvement can Signal new up-= 
Swing in plant investment. 

So could new saleS sSurge--prospects 
for profits ahead. 


TAX LIBERATION DAY is coming. 

Mark Monday, July 7. 

That's theoretical day when corpora- 
tions will have earned enough to pay 
federal taxes. 

Earnings for remainder of year will 
be divided between state, local govern- 
ments, business expansion to make new 
jobs, paying off debt, interest on debt, 
and--finally--shareholders. 


CONGRESSMEN ARE LOOKING for something 
to investigate. 

Example: Executive agency staff man 
has been asked by committee staff man to 
"cooperate for a friendly investigation" 
of agency he works for. 

Committee's now looking elsewhere. 

Investigation's purpose: 

Political. Elections are coming. 


LOOK FOR NEW TALK about conflict of 


interest laws to bob up Soon. 

But instead of relaxing laws, Congress 
may tighten up. 

Some congressmen are beginning to 
grumble about retired military men going 
into high business jobs. 

Most make valuable contribution in new 
jobs but what worries Congress is small 
number who are employed because of whom 
they know rather than what they know. 

Evidence of wrongdoing? 

No--not yet. 

Staff's looking. 


BREMEMBER THE DAYS when you had to wait 
months to buy a new car? 

That's happening now--for one popular 
small foreign car. 

Waiting list is getting longer. 

In Washington you can deposit $100, 
wait 14 months for delivery. 

Year ago you'd have waited 12 months 
or less. 

Number being sold's about the same. 

Same's not true of all foreign cars. 

Dealer for another make promises to 
have you rolling in 15 minutes. 


pIF YOU SELL ABROAD, your future sales 
could depend on chemical kayo of a bug. 

Sound fantastic? 

LS: nots 

Consider malaria. It's caused by 
mosquito, has killed or incapacitated 
more people than all wars. 

When it doesn't kill, it leaves its 
victims suffering from lassitude, 
inertia, lowered activity. 

Once malaria held America's southern 
states in its grip. 

Now grip is broken. 

Experts say it's more than coincidence 
that South's economy is growing faster 
than ever. 

Eighty-eight nations currently are 
waging fight against malaria-spreading 
mosquito. 

U. S. tax dollars will underwrite 
about 20 per cent of $520 million world 
will spend in this fight in coming 
10 years. 

Fever fighters' biggest worry: 

After several years of effective DDT 
control, some strains of malaria 
mosquitoes are developing resistance to 
the chemical. 
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Letter-perfect 


... easier than ever 
with an OLYMPIA 
precision-built 

typewriter! 






Here’s the world’s finest 
typewriter to do business 
with-equipped with every 
worth-while feature 

for easier, faster, finer 
typing! Office-test it 
before you decide on 
any other. Call your 
nearest Olympia 
dealer for a trial 
demonstration. 


WRITES BEST OF ALL 
BECAUSE IT’S BUILT BEST OF ALL 





Nationwide sales and service — 
through authorized Olympia dealers. 


OLYMPIA DIVISION 
Inter-Continental Trading Corporation 
90 West Street « New York 6, New York 
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Letters trom 


businessmen 


Cause and effect 

Your ‘‘Tax Squeeze Chokes Prog- 
ress,” in the April issue, ought to be 
coupled with Business Week’s edi- 
torial ‘‘“Needed: Economic Policy... 
For the Long Run,” and then made 
the keynote of the most concerted 
and extensive legislative campaign 
ever put forth by American busi- 
ness. 

Crawford H. Greenewalt [in “Tax 
Squeeze Chokes Progress’’] has set 
forth the cause—that steeply gradu- 
ated U. S. income tax rates are sti- 
fling American management and 
capital incentives; and Business 
Week has cited the result—that the 
U. S. is about to yield first place to 
the Soviet Union in rate of economic 
growth. 

Both articles are factual, self-con- 
tained and complete. Their reason- 
ing and conclusions are not even 
slightly arguable. They point out 
that under the profit system, the 
primary motivation and underlying 
stimulus is profits—not glory, ap- 
plause, satisfaction, power, affec- 
tion, obedience or even security, but 
profits. And individual economic ef- 
fort and risk, therefore, is collective- 
ly inspired by the opportunity and 
prospect of gaining spendable com- 
pensation in proportion to the effort 
expended or the risk assumed. Pre- 
cipitously graduated income tax 
rates dilute the prospects of retain- 
able profits, thus stifling the primary 
motivating force. The result: less 
personal effort, less risk-investing, 
and thus a slowdown in rate of eco- 
nomic growth. 

The American manager has been 
quick to seek tax concessions in be- 
half of the business he serves. He 
contributes time and money to the 
efforts of business organizations to 
seek more equitable taxation of busi- 
ness; and he appears before congres- 
sional committees to plead his em- 
ployer’s case. However, he rarely 
pleads his own case—or that of 
American management generally— 
that high personal surtax rates are 
damaging to the incentive of man- 
agement. Unless relief is granted, 
there simply won’t be enough man- 
agers to run American industry in 
the next decade. 

It seems to me that positive action 
joined in by all American business 


management acting in concert could 
lift the veil before Congress’ eyes 
and bring about the desired result. 
I’d like to see such a campaign or- 
ganized, and would be quite willing 
to join in it. 

JAMES J. MAHON, JR. 

Resident Partner, 


Lybrand, Ross Bros. & Montgomery, 
Philadelphia, Pa, 


Higher profits 

I have read with much interest the 
article ‘‘How to Sell for Higher 
Profits.” I think this article is excel- 
lent and I would like to give a copy 
to each of the salesmen working un- 
der my jurisdiction. Would you kind- 
ly send 25 copies? 

Ww.C. COLLYER 


Manager, 
Ingersoll-Rand Company, 
San Francisco, Calif. 


Stand by principles 

The gravity of the economic and 
political situation would seem to de- 
mand that influential people indulge 
in a soul-searching analysis of ac- 
tions and ideas, with particular em- 
phasis on their morality and right- 
ness. It is not difficult for a 
sincere, mature mind to conclude 
that economic laws cannot be legis- 
lated any more successfully than can 
the laws of physics and chemistry. 
Likewise, it seems elementary that a 
knowledge of correct principles is 
useless unless it is applied. 

The American economy andculture 
are built on the principle of free- 
dom and individual responsibility. 
That fact is well known by all. But 
of what value is the knowledge as 
long as political. business, and 
thought leaders continue to say, 
“Now let’s be practical about this?” 

TOM SMILEY 
President, 


Smiley Distributors, Inc., 
Raleigh, N.C. 


too 


Sins and virtues 

After reading ‘‘How to Avoid 
Managers’ Seven Deadly Sins,’’ 
which I thought to be a fine piece, I 
could not resist the challenge to com- 
pose a companion list of managers’ 
seven cardinal virtues. For me they 
would be: empathy, magnanimity, 
integrity, loyalty, curiosity, pru- 
dence, cheerfulness. Let us hope that 
we all have met our share of those 
managers with the seven sins, and 
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There’s a tide in the sale of women’s swim suits, and it 
waits for no man—manufacturer or retailer. Women 
flock to stores at the next-to-the-last minute, expecting 
full stocks of the latest styles. And records show that 
the smart manufacturer speeds wanted styles overnight 
to one or one thousand stores, via Air Express. It’s 
extra-fast because it’s the only complete door-to-door 
air shipping service to thousands of cities and towns! 
You can keep your retailers happy in exactly the same 
way. No matter what you make, Air Express multiplies 
your selling opportunities. It enlists in your behalf 
10,212 fast daily flights on America’s scheduled airlines, 
13,500 trucks (many radio controlled), a nationwide 
private wire system, 42,000 trained personnel. Yet Air 


Wanted by a thousand men 


CALL AIR EXPRESS & ... division of RAILWAY EXPRESS AGENCY 


Express is inexpensive; for instance, a 10 lb. shipment 


from Los Angeles to Phoenix costs only $3.50 with Air 
Express — $1.65 less than any other complete air ship- 
ping method. 


Explore all the facts. Call Air Express. 


LAUR LE WOULESS 


GETS THERE FIRST via U. S. SCHEDULED AIRLINES 














MORE CASH 


$25,000 OR MILLIONS 


AS LONG AS 
YOU NEED IT 


Thousands of companies... of all sizes... in 
a wide variety of industries . . . have used billions of 
CoMMERCIAL CREDIT cash* to supplement their 
working capital because: 








1. More money is usually available than can 
be obtained from other sources. 


Funds are used as long as needed without 
negotiations for renewal. 





ya 

3. Cash is normally ready for use 3 to 5 days 
after first contact. 

4, 


e a ° | 
Cost is minimized because the charge is 
based only on cash actually used as the | 
need varies. 


5, There are no preliminary expenses, no 
long-term fixed commitments and no inter- 
ference with management. 


COMMERCIAL CREDIT is ready to be of service whether 
your business needs $25,000 or millions—for months 
or years. Just contact the nearest COMMERCIAL 
CREDIT CORPORATION office listed below and say, | 
“Send me more information about the service de- | 
scribed in Nation’s Business.”’ 


Consult 
Commercial Credit) 


300 St. Paul Place, Baltimore 2 

222 W. Adams Street, Chicago 6 
722 S. Spring Street, Los Angeles 14 
100 E. 42nd Street, New York 17 
112 Pine Street, San Francisco 6 


COMMERCIAL CREDIT COMPANY subsidiaries, during each of the last 
several years, advanced over one billion dollars to manufacturers and 
wholesalers to supplement cash working capital. During these years, total 
volume of finance subsidiaries amounted to over three billion dollars. 


CAPITAL AND SURPLUS OVER $200,000,000. 
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that our share of those with the vir- 
tues is forever bountiful. 


GLENN RALSTON 
Valdosta, Ga. 


I was very much impressed by 
‘Managers’ Seven Deadly Sins.” I 
would like two copies. 


JAN AEGERTER 
Holland Furnace Company, 
Indianapolis, Ind. 


We would like to receive two 
copies. Thanks for making these fine 
articles available. 

BEN R. CARROLL 
Assistant Cashier, 

The First National Bank, 
Fort Worth, Tex. 


This article impressed us so much 
that we plan to distribute it to all 
our managers. 

A. WILLIAM HIGGINS 


General Drafting Co., Inc., 
Convent Station, N.J. 


I would appreciate receiving these 
(15) reprints as soon as possible as 
the article is an excellent one. 

B. t Zao 
Vice President and 
General Manager, 
The Porter-Cable Machine Co., 
Syracuse, N.Y. 
1,073 other requests for 17,223 reprints 
thus far. 


Bargain day 

Here I go again getting the very 
best bargains obtainable in the man- 
agement reading field. Why, oh why, 
won’t all our management people 
read and try to practice what you 
present so clearly. My check is en- 
closed. Please send the items listed 
(“Help Your Brain Work for You,” 
and eight other articles]. 

DAVID W. HILL 


Hercules Powder Company, 
Parlin, N.J. 


Cut waste 
Enclosed is a check to cover cost 

of mailing 15 reprints of ‘Writing 

Skills Cut Management Waste.” We 

are anxious to have these as soon as 

possible. This is an excellent article. 
K. R. STEPHENSON 
Armstrong Cork Company, 
Lancaster, a. 


No security 

We are very much impressed with 
the article appearing on page 106 of 
the current issue entitled ‘“Here’s 
the Road to Absolute Security.”’ We 
are wondering if reprints would be 
available. 

VV. 3. BRINK 

President, 


3inghamton Industrial Supply Co., Inc., 
Binghamton, N.Y 


Edged remark 
What Walter Reuther appears to 

want is not profit-sharing but profit- 

shearing. 
JAMES H. KENNEDY 
Director of Communications, 
Bruce Payne & Associates, 
Westport, Conn. 
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How the Zippo lighter can work for 
your business 24 hours a day 


The world’s most dependable lighter promotes customer relations—spurs 
incentive and safety programs and keeps company names in the public eye. 














INSURANCE 

















Zippo lighters have the most uncompromising 
guarantee in the annals of American business. For 
twenty-five years no one has ever paid the Zippo 
Company one cent to fix a Zippo. Regardless of 
age or condition a Zippo is guaranteed to work 
as long as you have it or we fix it free! 


Leading manufacturer of hand tools uses Zippos to main- 
tain one of the best plant safety records in industry. 


Blue-chip building products concern gets suggestion pro- 
gram off to good start by awarding Zippo lighters. 


Leading maker of coin-operated music machines uses 
Zippo lighters to keep up sales enthusiasm. 


Insurance company reminds prospects of services with 
never-failing Zippo lighters. 

Gasoline station operator promotes customer loyalty 
with personalized Zippo lighters. 


These are just a few examples of how Zippo lighters 
have helped businesses like your own. (Names will be 
sent upon request.) 














f 

Facsimile signatures are now 
Now the world’s most dependable available on Zippo lighters. 
lighter in the new Slim-Lighter Zippo lighters can now be per- 
shape. Here is famous Zippo’s sonalized with individual sig- 
new running mate, the new natures along with company 
Zippo Slim-Lighter. It was es- trade marks or any special de- 
pecially designed for those who THANKS, sign you want. For complete 
; = ie : : FOR information about this special 
want a slender, lightweight WELL DONE ‘a 4 00 
lighter. The new Slim-Lighter 2 service, write to Dept. NB206, 
has the same dependable Zippo « san elt” Zippo Manufacturing Co., 

action. Bradford, Pa. 

SAFETY AWARD 























Zippo Manufacturing Company, Bradford, Pa. In Canada, Zippo Manufacturing Company, Canada Ltd., Niagara Falls, Ontario. 


Zippo Manufacturing Company 
Dept. NB 206, Bradford, Pa. 


Gentlemen: Please furnish me with complete information on Zippo lighters and your special design service. 














Name Position 

Firm Zl ’ 
THE LIGHTER 

Address THAT WORKS 


















BETTER AIR CONDITIONING FOR EVERYBODY EVERYWHERE 


CET dala 


Which is the best way to air condition your office? 

















That depends on the office. Two offices may look alike but the number 


of people who work in each, the way the space is divided, the size 





of windows can make a big difference. To make sure of the best way to 
air condition your office, talk with the Carrier representative in 
your community. He handles every type of air conditioning. (Four of 


them are shown at the right.) So his only interest is to recommend the 





type that serves you best. Throughout the world, in thousands 
of dependable installations, Carrier air conditioning serves more 


people and more purposes than any other make. Good reason to 








call the Carrier dealer or office listed in your Classified Telephone 


Directory. Carrier Corporation, Syracuse, New York. 





Ask your Carrier dealer for copies of the free booklets, “Which Is the Best Way to Air Condition Your 


Business?” and “Which Is the Best Way to Air Condition Your Home?” Or write to Carrier Corporation. 














Do you have a single room? This Carrier Console 
Weathermaker* can be installed under the window. 
It doesn’t block out the light or the view, nor does it 


protrude outdoors or get in the way of window washers. 


Do you own a small building? Carrier System 
Weathermakers like the one illustrated are located be- 
hind the scenes. They are supplied with chilled water 
by a centrally located Carrier Refrigerating Machine. 











Do you occupy one or more floors? A Carrier Mullti- 
Weathermaker System of self-contained units will per- 
mit you to air condition the entire area at once, or start 
with a few units and add more when they are needed. 


Do you own a large building? A Carrier Weather- 
master System with Modular room units such as this 


will give the occupants of every office control of their 


climate in every season of the year. Operation is silent. 


*REG. U.S. PAT. OFF. 











KNING 


LAS 





More 





businesses 
are 
group-insured 
in the 

AETNA LIFE 
than 

in any 


other 





company 


GROUP DIVISION 


ATNA LIFE 


INSURANCE COMPANY 
HARTFORD, CONNECTICUT 


Affiliates: AEtna Casualty and Surety Company 
Standard Fire Insurance Company 
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Outlook for 
defense overhaul 


SENATE ACTION this month will 
decide substantially how effective 
America’s reorganization for defense 
will be. 

Hearings by the Senate Armed 
Services Committee, and later floor 
debate, could. produce more sweep- 
ing defense reorganization legisla- 
tion than any envisioned by the 
House of Representatives. 

Under pressure from swift scien- 
tific developments, and uneasiness 
over Russian intentions, Congress is 
almost certain to give speedy ap- 
proval to many of the changes 
sought by President Eisenhower. 

The bill brought out by the House 
Armed Services Committee con- 
tained much that the President asked 
for, but also left restrictions on the 
authority of the Secretary of Defense 
that the Administration hopes will 
be removed. 

These include the Secretary’s 
power to transfer service functions, 
and the somewhat ambiguous lan- 
guage concerning his relationship 
with the Secretaries of the military 
departments, and the control of 
those departments. 

In his plan, fhe President basi- 
cally is trying to provide an up-to- 
date defense organization that will 
function quickly, effectively, effi- 
ciently and economically in a world 
where the possibility of instantane- 
ous war and devastation creates 
problems too urgent and complex 
for existing machinery to handle. 

Opposition arises chiefly because 
some feel that the recommendations 
are too broad, that they would con- 
centrate too much power in the 
Secretary of Defense, that a Prus- 
sian-type general staff would be 
created, that the traditional and his- 
torical military services would lose 
their identities. 

The question of what will happen 
to the Army, the Navy, the Air 
Force and the Marines produces the 
most emotionally charged argument. 
In spite of the President’s emphatic 
statement that he has “neither the 
intent nor the desire to merge or 
abolish the traditional services,” 
some military and _ congressional 
leaders are uneasy about the future 
of those separate branches. 


Gen. Randolph McC. Pate, Ma- 
rine Commandant, for example, told 
the House Committee that the 
Administration’s bill presents a po- 
tentia] threat to the status and the 
traditional mission of the Marine 
Corps. The Chiefs of Staff of the 
Army and the Air Force support the 
President’s recommendations. The 
Navy Chief of Staff opposed them. 

The Administration’s plan and the 
House bill would create unified op- 
erational commands organized, with 
the required combinations of sea- 
men, airmen and soldiers, plus mod- 
ern weapons and equipment, to do 
specific military tasks—in military 
language, “‘missions and force levels 
conforming to national objectives.” 

The operational commands would 
be in the Department of Defense, 
but separate from the military 
departments. Each commander, 
whether a Naval, Air Force, Army 
or Marine officer, would have un- 
questioned authority over all units 
of his command, and orders would 
come directly from the Commander 
in Chief and Secretary of Defense. 
This would eliminate the military 
departments from the chain of op- 
erational command, the _ present 
form of which the President calls 
cumbersome and unreliable in time 
of peace and not usable in time of 
war. 

The job of the departments would 
be to manage the administrative, 
training, and logistics functions of 
the Defense Department. It is this 
apparent relegation to a housekeep- 
ing function that seems to provide 
some source of dissatisfaction. 

Congress’ current look at defense 
organization follows several critical 
examinations made since enactment 
of the National Security Act of 
1947. President Eisenhower de- 
scribed the National Military 
Establishment set up by that legis- 
lation as a loose, unmanageable ag- 
gregation of sovereign military units. 

In 1949 the National Military Es- 
tablishment was replaced by an ex- 
ecutive Department of Defense, and 
in 1953 additional changes to the act 
moved the unifying process forward 
a little. 

Proponents of the present Admin- 
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With installation of one or more Friden 
Tape-Talk machines 





each a “system” in 
itself —you can see the savings every hour! 

These machines process all kinds of office 
work, involving both numerals and words, 
automatically with punched paper tape. 
It’s a much simpler way of running an office 
than you have known. 

Friden promises this: In exact propor- 
tion to the degree of office automation you 
wish to achieve, Friden Tape-Talk machines 
will (1) Eliminate need for manual move- 


® 
Automatic tape 
billing department in one desk 








ments and operator decisions; (2) Increase 
work volume output without increasing 
payroll costs or overtime; (3) End primary 
and compounded errors normally occurring 
in data recopying. 

The challenge of Friden Tape-Talk is big 
as your imagination—its application possi- 
bilities exactly suited to your needs. Get the 
facts now! Call your nearby Friden Man or 
write Friden, Inc., San Leandro, California 
. . . sales, instruction, service throughout 
U.S. and the world. 





Odd-Punch® 


Automatic code tape 









Selectadato” automatic 


adding-listing machine 
tape reader-selector-sorter 


° 


Loxourition® i 
; Automatic tape 


writing-accounting machine 


4 ® 
Guatourriter Automatic 


justifying type-composing machine 


“Take 9 | ao ® 


Automatic tape 
transmitter-receiver 


Friden fully automatic Calculator— 
The Thinking Machine 


Qutomutic Yryput - Output Wachine 


Friden Natural Way 
Adding Machine 





Friden Mailroom Equipment of American Business 




















Costs less than 
a standard typewriter! 


Hand folding is a headache in any 
office, slow and costly. And it takes 
girls away from their regular jobs, 
wastes time that could be spent on 
more productive work. 

Folding is a mechanical job, better 
done by a machine. The Pitney-Bowes 
FH is such a machine—designed for 
the office, and priced so low that any 
small office can afford one. Costs less 
than a standard typewriter! 

Electrically driven, the FH, with 
semi-automatic feed, can double-fold 
as many as 80 standard letter sheets a 
minute. (Automatic feed, at slight 
extra cost, is even faster). 

The FH can be used by anybody. 
It is set without tools in less than a 


= PITNEY-BOWES 


Folding Machines 


Made by the originator of the postage 
meter... offices in 107 cities. 


alt=) 


— 


8 


Save § 
now wasted 
hy tedious 
hand folding—— 





minute—by just moving two knobs. | 


Easily portable, it can be moved to 
any department where it is needed. 

Makes eight different folds, takes 
sheets from 3 by 3 inches to 814 by 14 
inches, handles most standard paper 
weights and finishes—and will even 
fold stapled sheets. 

With only occasional use, the FH 


soon pays for itself, in convenience as | 
well as time saved. Ask the nearest PB | 


office for a demonstration, or send 
coupon for free illustrated booklet. 





The fully automatic 
Model FM takes larger 
sizes, can fold up to 
19,000 sheets an hour. 





PITNEY-BOwWES, INC. 
1301 Walnut Street 
Stamford, Conn. 


Send free booklet on 
Folding Machine: 


€ 


Name 





Address 

















DEFENSE OVERHAUL 


continued 


istration idea feel the proposals for 
sounder management of military af- 
fairs take a substantial further step 
forward. The President wants effec- 
tive unification to get rid of waste 
and inefficiency, caused primarily 
by duplication in research on weap- 
ons and equipment, and to stop 
wasteful interservice rivalry. 

He would give the Secretary of 
Defense the authority he believes 
the Secretary needs to handle the 
duties for which he is held account- 
able. Opponents, however, are wary 
of centering so much of the power 
represented by a $40 billion annual 
Defense budget in the hands of one 
man. Today’s pressures, the Presi- 
dent feels, make it mandatory to 
have complete unity in our strategic 
planning and basic operational di- 
rection, and the initiative for this 
planning and direction rests with 
the Secretary of Defense and his ad- 
visers, the Joint Chiefs of Staff. 

“Genuine unity,” President Ei- 
senhower says, “is indispensable at 
this starting point. No amount of 
subsequent coordination can elimi- 
nate duplication or doctrinal con- 
flicts which are intruded into the 
first shaping of military programs.” 

How much the mission and make- 
up of the Joint Chiefs of Staff will 
be altered is another area of con- 
troversy. The President’s idea of 
enlarging it and freeing its members 
from their departmental administra- 
tive duties so that they can better 
function as planners and advisers to 
the Secretary of Defense has drawn 
critical comment. 

The enlarged general staff, how- 
ever, would be made up of officers 
from all services who would rotate 
from the staff to field duty. General 
of the Army Omar N. Bradley (re- 
tired) told the House committee he 
saw “no danger of developing a so- 
called general staff complex.” 

The question of Defense Depart- 
ment funds is a major concern of 
Congress, but the President appar- 
ently has decided not to press his 
recommendations in this field until 
next year. Most Defense funds to- 
day are appropriated by Congress 
not to the Secretary of Defense but 
to the military departments. This, 
the President feels, doesn’t give the 
Secretary and the Defense Comp- 
troller enough authority over De- 
fense spending. 

“T regard it as fundamental,” 
President Eisenhower said, “that the 
Secretary . . . should have greater 
flexibility in money matters, both 
among and within the military de- 
partments.” END 
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Speedy service is only one of the many advantages 
of motor transport — only one of the reasons why 
trucks move three out of every four tons in in- 
dustry, agriculture and commerce in America. 
.. . Other important advantages: motor trans- 
port is flexible, covers out-of-the-way places with 
the same dispatch it serves cities and towns; it 


THE WHEELS THAT GO EVERYWHERE 








provides an easier ride, thus is kinder to cargoes; 
its constant, continuous performance makes it 
possible to maintain a smooth, even flow of goods 
and thus eliminate the need for maintaining large 
inventories. . . . The steady, substantial growth 
of the motor transport industry is a measure of 
the vital importance of trucks to all America. 


AMERICAN TRUCKING INDUSTRY 


American Trucking Associations, Inc., Washington 6, D. C. 














“I hear your company is a 
good place to work!” 


When your employes like working for you, they 
don’t keep it a secret. Sooner or later the word 
gets back to you—maybe through the man in 
the gas station, your barber or neighbor — 
“Th , : me -” ET 
ear your company is a good place to work! 


You find it easier to attract and hold good 
workers, once the word gets around that your 
employes have protection against disability and 
hospital bills. A group accident and health plan 
can boost morale so high it may even show up 
in your profit statement. 


It doesn’t matter whether your business is 
large or small. Hardware Mutuals can offer 
your employes worry-free security against non- 
occupational accidents and sickness. This— 
with Hardware Mutuals workmen’s compensa- 


tion—gives your employes protection on and 
off the job, around-the-clock! 


Look for Hardware Mutuals listing in the yel- 
low pages of your phone book. Your Hardware 
Mutuals representative will be glad to discuss 

[e 
Protection Plan that best fits your ({Hardw et 
: ; we \e ee 
particular business. No obligation, <4 
of course. Call him today! Seal of Security 


the Group Accidentand Health = 
re} 


insurance for your AuTomMoBsILe...HOMB...BUSINESS 


Hardware Mutuals. 


Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
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The state of the nation 


Workers have most to gain when Congress ends union monopoly 


To CLEANSE THE Augean Stables, in the legend- 
ary labors of Hercules, it was necessary for that 
hero to divert the course of a river, making it run 
through the premises. That drastic action restored 
the outbuildings of the Grecian king to their orig- 
inal purity, as the torrent swept away the filth con- 
tinuously deposited by 3,000 oxen, whose stalls 
had gone unsupervised for 30 years. 

The famous fable is evidently in the mind of 
Sen. John L. McClellan, of Arkansas, when he 
tells us that: ““The extent to which criminal, cor- 
rupt and disreputable elements have infiltrated 
and now dominate the labor movement in some 
areas is shocking to an alarming degree.” For 16 
months Mr. McClellan has served as chairman of 
the Senate Select Committee on Improper Activi- 
ties in the Labor or Management Field. And this 
experience has convinced him that legislative ac- 
tion is essential to avert the danger of a gangster- 
dominated economy. “The honest, dedicated lead- 
ership of the labor movement,” he says, “‘simply 
does not have either the capacity or the power to 
do it.” 

Senator McClellan’s bill (S. 3618), to bring 
more democratic responsibility into labor union 
practices, is only one of several similar measures 
introduced during the current session of Congress. 
But his proposal is for several reasons outstanding. 


It is probably the most carefully drafted, and 
certainly the most comprehensive, of all the bills 
under consideration in this field. It was drawn as 
a direct result of the specific abuses revealed in the 
lengthy hearings over which this Senator has pre- 
sided with unfailing patience and objectivity. 
Furthermore, Senator McClellan makes clear that 
he has no pride of authorship, so long as the prin- 
ciples which he has done much to clarify are re- 
tained. He was from the outset anxious that S. 3618 
should receive the most careful committee scruti- 
ny, section by section, from those who oppose as 
well as from those who favor its provisions. 
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SMITH—BLACK STAR 


Indeed it was because of this desire for careful 
study of the labor problem in all its magnitude 
that this Arkansas Democrat opposed the attempt 
of Senator Knowland to write somewhat similar 
legislation on the Senate floor, at the end of April. 
This effort took the form of sweeping amendments 
to the noncontroversial legislation for the better 
regulation of union pension and welfare funds. Be- 
cause these funds are always either separate or 
separable from the union treasuries, a closer super- 
vision of them has not been opposed, has rather 
been urged, by many labor leaders. But when the 
issue deepens to regulation of the finances of the 
unions as such, and of their internal organization, 
the battle royal begins. : 

For that reason it seemed unwise to confuse 
the lesser with the larger problem. 

This larger problem, accentuated by the increas- 
ingly monopolistic character of American union- 
ism, is essentially twofold. There is the question 


By Felix Morley 
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of how the actual operation of a labor organiza- 
tion can be made to conform to its stated purposes. 
And there is the equally important question of the 
extent to which the dues-paying membership of 
the organization can properly be excluded from 
any control over that operation. These are proper 
subjects for legislative action because, as a result 
of earlier laws, union membership in many occupa- 
tions and areas has been made virtually compul- 
sory. Organized labor itself, as distinct from the 
small hierarchy of its entrenched professional lead- 
ers, has a greater interest than any other element 
in the community in having the problem of Big 
Unionism solved on lines of principle. 


To secure conformity between ostensible pur- 
pose and actual practice, Senator McClellan would 
require continuous registration of unions with the 
Department of Labor. In addition to the charter 
and by-laws, registration would include the filing 
of an annual financial statement, detailing income 
and expenditure and approved by an independent 
and certified public accountant. 

This material would at all times be available for 
public inspection. And in the event of demon- 
strated and unjustifiable discrepancies a culpable 
union could forfeit both its tax-exempt status and 
its right to certification as an authorized repre- 
sentative of employes. Any such determination by 
the Secretary of Labor, however, would be subject 
to court review. 

Aside from opening the administrative proce- 
dures of Big Unionism to the light of day, the 
McClellan approach seeks to develop at least some 
democratic practice in its organization. 

If American unionism had not followed such 
completely undemocratic lines in recent years, the 
case for registration would today be less impelling. 
The membership itself would be able to exercise 
oversight. Unfortunately. as the hearings before 
the McClellan committee have so often demon- 
strated, the rank and file in numerous unions are 
currently without any control over their leader- 
ship. The interim report of this “rackets commit- 
tee,” made public recently, is explicit on the point. 
It says that, in the unions examined: 

(a) Constitutions have been perverted or ignored. 

(b) One-man dictatorships have thrived. 

(c) Through fear, intimidation. and violence, the 
rank-and-file member has been shorn of a voice 
in his own union affairs, notably in financial 
matters. 

(d) Use of the secret ballot has been denied in many 
cases. 


A mass of evidence indicates that, if there is 
anything democratic in American unionism today, 


22 


it is much more in the Russian than in the Ameri- 
can sense of that word. For every executive posi- 
tion there is generally only one hand-picked candi- 
date. National officers cannot be held accountable 
to local membership, even on matters of the most 
vital importance to the latter. The conduct of col- 
lective bargaining, which would seem to be the 
most essential function of a local union, has now 
in many cases been entirely usurped by the self- 
perpetuating hierarchy of remote, and sometimes 
wholly irresponsible, union executives. 

The argument that this Fuehrer Prinzip gets re- 
sults for the disfranchised rank-and-file may or 
may not be true. But it is certainly beside the 
point, which is that under the American system, 
as contrasted with that of Nazi Germany or Com- 
munist Russia, some freedom of choice is supposed 
to be an inalienable right, for a member of a labor 
union no less than for a member of a church con- 
gregation. 


In both houses of Congress, without serious 
partisan division, it is agreed that the basic Ameri- 
can principle of free election should be established 
in the selection of union officials. It is reasonably 
asserted that it would be better if this were ac- 
complished voluntarily rather than under legisla- 
tive compulsion. This viewpoint is encouraged by 
election year timidity. Yet it is quite likely that 
Senator McClellan’s formula would attract rather 
than repel labor votes. 

Briefly, this formula is that after registration all 
local unions be compelled to hold general member- 
ship meetings, with adequate advance notice, at 
least three times a year; and that all executive 
officers “be elected by written, secret ballot by ma- 
jority vote of the membership.” Similarly, conven- 
tions of international unions would have to be sum- 
moned at least once every three years, choosing 
the top labor bosses for limited tenure, and under 
the further requirement that ‘each local union 
shall participate and have a vote based on the 
number of its members.” 

The most bitterly criticized feature of the pro- 
posed labor code is the provision for a secret ballot, 
and majority approval, before calling a strike on 
either the local or national level. The controversy 
over this makes it ironic to recall that, under 
American guidance, a clause to this effect was 10 
years ago made a part of the Constitution of the 
German Federal Republic. Many believe that it is 
a major reason for the pronounced and continuous 
economic stability of Western Germany. 

Quite possibly politics will prevent the cleansing 
of organized labor’s Augean Stables this year. But 
action will eventually be imperative, in behalf of 
the wage earners themselves. So the disagreeable 
task had better be accomplished before accumu- 
lating dirt requires Herculean methods for its re- 
moval. 
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Designed like a printing press, the BDC 
Rex-Rotary M-4 is built for 
clean work and clean worker. Gone are 
the liquid ink and the old fashioned leaky 
drum. In their place, paste-ink that feeds 
from an ever-sealed, disposable cartridge. 
Results? Clean, sharp impressions; clean, 
happy operator. No other mimeograph at 
anywhere near its price offers so many 
superiorities as the M-4. Fill out the coupon 
for a demonstration in your own office. 


Fully automatic, electric and only $345 





just turned out 5000 mimeograph conies 


Bohn Duplicator Corporation 
444 Fourth Avenue 
Gentlemen: New York 16, New York 
Please send me free portfolio:— 
“The Work and the Wherefore of the M-4.” 














Now—the new Smith-Corona Electric Portable brings you 









































Perfect for: 
Accountants 
Architects 


Automobile 
Dealers 


Banks 
Clubs 
Dentists 

Doctors 
Engineers 
Florists 
Furriers 
Gift Shops 
Hotels 
Insurance 
Agencies 
Interior 
Decorators 


Jewelers 
Lawyers 
Libraries 
Newspapers 
Real Estate 
Agencies 
Restaurants 


Stock 
Brokers 


Theatres 


Travel 
Bureaus 

Utility 
Companies 
Writers 








Now, for the first time, doctors, lawyers, and owners of small-to-medium 
businesses can enjoy all the prestige, all the benefits of electric typing 
without a major investment—at a cost /ower than a manual office typewriter. 

On the world’s first electric portable typewriter, made by Smith-Corona, 
even inexperienced help can produce clean, clear, letter-perfect typing. 

This marvelous machine, the newest, most exciting on the market, is 
now at your Smith-Corona dealer’s. Visit him today for a demonstration! 


Look at these big “office machine” features! 





Impression Control Dial Interchangeable Platens Automatic Repeat Actions 


Regulates through nine different For easy interchange of platens Extra pressure on the hyphen 5 Manufacturer’s list price. Subject to 
impression settings. Permits for different jobs. A real aid key, underline key or space bar change. F. E. Tax extra. 
the typing of many carbons. in doing multiple-carbon work. repeats them until released. 


Copyright 1958 Smith-Corona Inc- 


SMITH-CORONA ELECTRIC PORTABLE TYPEWRITER 

















Inc 





PUREE RATT: 


aad 


— 








Washington mood 


President, looking fit, ready to fight the defense battle to finish 


LIKE OTHERS who have held the office before 
him, President Eisenhower has learned that per- 
suasion and conciliation are not always enough in 
dealing with Congress. He has learned that a Chief 
Executive sometimes has to do battle with the 
lawmakers, even to the point of telling them that 
they are talking through their hats. 

That is what has happened here in connection 
with the Administration’s plan to reorganize the 
Pentagon by giving the Secretary of Defense much 
greater authority over manpower, money, weapons 
and strategy. The plan has kicked up a furore that 
finds the President slugging it out with some of 
the most influential men on Capitol Hill. 

What fascinates Washington is not the reorgani- 
zation plan, which probably has not been read by 
one American in a million, but the behavior of 
President Eisenhower. 

He has been almost Jacksonian in fighting for 
his plan. Reporters have seen him get red-faced 
with anger at his news conferences, as he has re- 
futed charges that the plan would make the Sec- 
retary of Defense a czar and would lead to a 
Prussian-type general staff. 

He has accused some of the critics of using far- 
fetched arguments and of talking nonsense. 

Nobody was ever surprised when Franklin D. 
Roosevelt or Harry Truman used such language. 
In their time, feuding between the White House 
and Capitol Hill was the order of the day. But 
when Dwight D. Eisenhower starts loading and 
firing—well, it is surprising to say the least. 

2 @ S 

The soldier-statesman started out as President 
in 1953 determined to get along with Congress. He 
invited all 531 members—Democrats along with 
Republicans—to a series of White House lunch- 
eons. In private talks and in public speeches, he 
said he was going to strive for harmony between 
himself and the legislators. 

“Government,” he said, “must not allow its pol- 
icies to be caught in the fatal crossfire of a Congress 
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and an Executive warring upon one another. Such 
a condition is not going to prevail if it is within the 
power of this Administration to prevent it.” 

The President seemed to go out of his way to 
emphasize his distaste for a fight. He said he was 
“not one of the desk-pounding type who likes to 
stick out his jaw and look like he is bossing the 
show.” He reminded his countrymen that a man 
can be strong and mild at the same time. 

It was with good reason that Prof. Clinton Ros- 
siter, in his “The American Presidency,” said that 
President Eisenhower would go down in history as 
one of the earth-smoothers, not one of the earth- 
shakers. 

But the thirty-fourth President, in thinking he 
could escape quarrels with Congress, seemed to 
overlook two important facts. First, when the wise 
men who drafted the Constitution provided for a 
separation of powers, they made such quarrels al- 
most certain. Second, a clash between the White 
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House and the Capitol is not necessarily a bad 
thing; our history is replete with instances where 
it has been a very good thing. 

When the Constitution was being drawn up, 
some of the architects were opposed to a system of 
checks and balances. They felt that, in the interest 
of order and efficiency, a dominant force was 
needed. Thus Roger Sherman thought that the 
President should be a mere agent of Congress, 
chosen simply to carry out the will of the law- 
makers. Alexander Hamilton, on the other hand, 
thought that the President should be elected for 
life and should have great powers independent of 
Congress, along with absolute power to veto its 
enactments. 

Fortunately, a majority of the draftsmen op- 
posed such extremes. They had gone through a 
war of independence, brought on by the tyranny 
of Britain’s George III, and they were determined 
that no one man and no one body would have an 
excess of authority in the new Republic. Hence the 
distribution of powers—and also limitations— 
among the executive, legislative and judicial 
branches of government, even though it might at 
times bring conflict and even stagnation. 


That the American people like their system, 
whatever its faults, has been demonstrated over 
the years, but never more dramatically than in 
1937. That was the year that President Franklin 
D. Roosevelt tried to reform or pack the Supreme 
Court because he disliked its opinions. He was 
riding high at the time, having carried 46 of the 48 
states the year before, and he was supposed to 
have a rubber-stamp Congress. In this case, how- 
ever, the United States Senate defied him. 

The battle between President Roosevelt and the 
Senate was certainly a good thing for the country. 
It aroused the American people and led them to 
take a greater interest in the make-up and work- 
ings of their government. 

There is not much of a parallel between that his- 
toric contest and the one now going on. President 
Eisenhower lacks the hunger for power that char- 
acterized FDR; he does not have what Arthur 
Vandenberg called the ‘Jupiter complex.” 

However, his vanity is involved to some extent 
in the current fight. Having been a professional sol- 
dier for 40 years, having led 3 million men to vic- 
tory in World War II and then become supreme 
commander of the North Atlantic Treaty forces in 
Europe, he thinks his judgment counts for some- 
thing when it comes to overhauling America’s 
armed forces in this missile age. 

Indeed, he thinks he knows more about our 
armed forces, and how they should be organized, 
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than any man now in active public life. He not 
only thinks so—he has said so, and on the record. 

Not long after his reorganization plan had gone 
to Congress, he was told that some powerful men 
on the Hill were going to oppose it. 

“T don’t care how strong they are or how numer- 
ous they are,” the President said. ‘Here is some- 
thing that is necessary. It just so happens that I 
have got a little more experience in military organi- 
zation and the directing of unified forces than 
anyone else on the active scene.” 

The reporters were surprised, never having seen 
the President so pugnacious and dogmatic. They 
were even more surprised when he told them that 
he would carry his fight to the people, saying: 

“TI would get onto the air as often as the tele- 
vision companies would let me.” 

He has been doing that, too. He made a “safety 
with solvency” speech at the annual meeting of the 
Chamber of Commerce of the United States. He 
did the same thing on the night of May 6 at a din- 
ner in honor of the Republican members of Con- 
gress. He seems determined to go on and on until 
he has built a fire under Congress, hoping that the 
heat will force the legislators into line. 

Congressional opponents of the reorganization 
plan, at least as first drafted, are not awed by the 
President’s 5-star military background. This is es- 
pecially true of Rep. Carl Vinson, chairman of the 
House Armed Services Committee. The 74-year-old 
Georgia Democrat came to the House in 1914, 
when Dwight D. Eisenhower was still a cadet at 
West Point, and he has been a student of military 
affairs throughout his 44 years on the Hill. 

Chairman Vinson is aware that a reorganization 
and streamlining is needed in this perilous age. 
However, he is deeply convinced that the Eisen- 
hower plan would create a dangerous concentra- 
tion of power in the Secretary of Defense, power 
that might not be abused by Neil McElroy but 
might be by somebody in his post later on. 

The battle promises to be a long one, but with 
the usual result: a compromise law. 

One curious aspect of President Eisenhower’s 
fight for his reorganization plan has been the inter- 
pretation certain Democrats and some Washington 
commentators have put on it. They saw in his dis- 
play of temper an indication that the irritations of 
his job were getting him down. They went on from 
there to speculate that he might resign and turn 
the White House over to Vice President Nixon. 

President Eisenhower scoffed at this when asked 
about it at a news conference, saying he was deter- 
mined to stay on at the White House as long as 
he is capable of doing the job. 

Keeping this in mind, it can be said that the 
President looks very well for a man who is going on 
68, and who in three years has had a heart attack, 
an ileitis operation, and a little stroke. He must feel 
fairly well, too, or he would not be making the 
spirited fight on which he is now embarked. 
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WAGE PUSH 
FEEDS 
RECESSION 





Labor union power blocks forces for 


recovery. What some firms are doing 


LONG-TERM LABOR CONTRACTS in which employers 
agreed to raise wages in the unforeseeable future are 
interfering with business recovery. 

The higher pay was promised when business was 
booming. Today, with business activity reduced, profits 
shrinking, productivity lagging, and unemployment 
increasing, labor costs keep rising relentlessly, build- 
ing upward pressures under prices. 

These built-in wage increases and others that have 
little economic justification make it difficult for our 
private enterprise economy to perform its normal 
function and help speed business recovery. 

As one observer put it, ‘“Labor’s power has repealed 
the law of supply and demand.” 

Businessmen, as a result, are taking two steps in 
the present situation which may bear on future wage 
bargaining and labor’s reaction to cost saving. They 
are: 
> Taking a second look at the wisdom of long-term 
contracts with built-in wage boosts. This is giving 
them a closer realization of labor’s power and the 
impact of these increases on other wage settlements 
and the economy generally when the increases are 
not related to higher output. 
> Working harder at getting unions to help eliminate 
wasteful practices and cut costs in other ways. One 
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company in trouble persuaded a local of the United 
Automobile Workers to trim enough frills from the 
labor contract to keep a plant in production, save 
1,200 jobs and cut costs $500,000 a year—enough to 
convert a losing year into a profitable one. 

The long-term contract problem is a big one be- 
cause these documents cover more than 4 million 
employes in basic and pattern-setting industries, such 
as automobiles, steel, aluminum, railroads, trucking, 
copper mining, electrical, aircraft and meat packing. 
They provide predetermined annual increases, usually 
supplemented by a cost-of-living escalator tied to the 
Consumer Price Index, published monthly by the 
Bureau of Labor Statistics. 

Although most of them are for three years, the 
contract expiration dates are staggered so that the 
automatic increase in one industry, coming at a time 
when the contract is expiring in another, builds pres- 
sure for a similar increase in the latter industry 
irrespective of the economic situation. 

The automobile industry, for instance, in recent 
negotiations has been in a position of having to offer 
the UAW a sizable wage increase to a large extent 
because of the imminence of wage rate and fringe 
benefit increases in steel on July 1 which will raise 
employment costs about 20 cents an hour per em- 


29 








WAGE PUSH FEEDS RECESSION continued 


ploye. Renewal of long-term agreements in the auto- 
mobile industry will reverse the situation a year from 
now when the steel contracts expire. 

The effect of this coat-tail riding, which minimizes 
consideration of current and future business, industry 
or company conditions in bargaining, has been to 
raise wages much faster than productivity increases. 
Economists feel that this has contributed to inflation 
and the fact that we have had rising prices in a 
recession. 

The cost of living has continued to rise in 1958, 
forcing escalator wage increases in addition to the 
deferred, automatic ones. According to BLS Commis- 
sioner Ewan Clague, a rise of one point in the cPI 
raises wage costs $180 million a year—$160 million 
for those workers covered by escalator agreements 
and $20 million for other employes not covered by 
union contract to whom the same employers volun- 
tarily granted parallel increases. 

In a period of a year and a half the steel workers 
have had escalator increases of 12 cents an hour (with 
about another three cents due July 1), in addition to 
regular hourly wage increases totaling almost 20 
cents, and costly fringe benefits. 

The 1958 escalator increases will mean increased 
earnings for workers who remain on the job full time, 
Mr. Clague points out, but he warns, “It may also 
result in some increased unemployment because of 
higher costs.” 

Economists have pointed out how wage rates have 


interfered with normal recovery measures in this 
first business recession since long-term contracts 
began to spread eight years ago. 

Sumner Slichter of Harvard says much of today’s 
inflation is due to the fact that, in all but two of the 
past nine years, labor has been able to get wage in- 
creases unjustified by productivity. 

He calls this a wage-push inflation, a problem 
which can be mitigated, but not cured, by technolog- 
ical and management improvements which increase 
productivity without raising the demand for capital 
goods. 

“But these methods can hardly be expected to raise 
productivity as fast as unions put up wages,” Dr. 
Slichter says. 

““So we come face to face with the essential fact that 
most employers are not strong enough to resist the de- 
mand of unions.” 

He sees some improvement coming out of the pres- 
ent situation, however, as employers and the public 
increase their opposition to wage demands that outrun 
productivity. 

“The recession is stiffening the resistance of em- 
ployers to excessive wage increases because it is teach- 
ing some employers the costliness of agreeing to sub- 
stantial wage increases far in advance,” Dr. Slichter 
believes. ““The experience of 1958 will warn employers 
to go easy in committing themselves.” 

Dr. Emerson P. Schmidt, director of economic re- 
search for the U. S. (continued on page 58) 
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in 1953-—when business boomed 


auto workers’ Reuther said: 


“A contract must be a living document. 
It must respond flexibly to outside forces 
which neither side could have anticipated 
at the time it was made.” 


in 1958 —with business down 


steel workers’ McDonald says: 


“A labor contract is a sacred thing. There 
were times when we might have asked to 
reopen our contract, and fared better, but 
we did not because we regard it as sacred.” 
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Built-in wage increases, past and future 
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When and how 
upturn will come 


Specialist on business outlook tells oe 





what you can expect to happen next — 


By MARCUS NADLER 


THE QUESTIONS uppermost in everybody’s mind to- 
day are: 

“How far will the recession go?” 

“How long will it last?” 

Before these questions can be answered and appro- 
priate conclusions drawn, it is necessary to view the 
economy in its proper perspective. 

We need to know: 


> What are the basic strengths of the economy? 
> What contributed to the downturn? 
> What corrective steps have been taken? 


With answers to these in mind we will be ready to 
calculate: 
> The outlook. 

The decline in business activity which set in during 
the final quarter of 1957 marks the first general post- 
war recession the country has experienced. It differs 
materially from the economic setbacks in 1948-49 and 
1953-54, which were properly termed rolling readjust- 
ments. The principal difference between the current 
recession and the two preceding readjustments is that 
at present we are at the end of a period during which 
the country faced the task of filling the economic 
void left by the depression and World War II. 

In the 1930’s and during the war, the construction 
of homes was on a low level and many capital goods 
and durable consumer goods expenditures were post- 
poned, either because of the poor business outlook 
during the depression or because the war effort ab- 
sorbed about 50 per cent of the total national output. 
These conditions created a void which eventually had 
to be filled. Meanwhile, during the war, the liquid sav- 
ings of the people rose at an unprecedented rate. 

After the war the general standard of living and the 
demand for goods and services increased steadily. This 
was reflected particularly in a sharp rise in housing 
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starts and in sales of automobiles and other durable 
goods. Moreover, this country was called upon to con- 
tribute materially to the rehabilitation of the free 
world. From the end of the war through 1957 the 
United States provided foreign nations with grants and 
credits of about $65 billion, primarily in the form of 
goods. This aid also contributed considerably to the 
postwar booms. 

Finally, the Korean war and the aggressive attitude 
of the Soviet Union forced the United States to adopt 
what has been aptly termed a garrison economy. The 
nation faced the task of rapidly erecting new plants to 
produce defense materials, a program aided by the ac- 
celerated amortization for tax purposes permitted by 
the government. This program, together with rising ci- 
vilian demand, greatly stimulated capital expenditures 
by corporations. 

The post-Korean period was also marked by a sharp 
increase in defense expenditures. 

These forces, which have had such an important ex- 
pansive impact on the economy, have either come to an 
end or have been greatly reduced in intensity. At the 
moment there is no single force on the horizon, at least 
in the private sector of the economy, which could spur 
business activity to the same extent as during 1950-53 
and 1955-56. 


Basic strengths 


In some respects the economy today may resemble 
that of 1930. There are, however, fundamental differ- 
ences which warrant the conclusion that a depression 
of the depth and duration of that of the 1930’s is en- 
tirely out of the question. The principal differences 
may be summarized as follows: 

1. Although the Federal Reserve index of industrial 
production (seasonally adjusted) decreased by 11.7 
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per cent from August 1957 to March 1958 and unem- 
ployment during this period was doubled (rising from 
2,609,000 to 5,198,000) , disposable personal income in 
the first quarter of 1958 was only 1.3 per cent smaller 
than the peak reached in the third quarter of 1957. In 
the three years 1930-32, on the other hand, disposable 
personal income dropped 41 per cent. Moreover, not 
only is current income still high but liquid savings are 
tremendous and the people have a much higher degree 
of economic security than existed in the early 1930’s. 

2. In contrast to conditions in 1930-33, when thou- 
sands of banks closed, our financial institutions are in 
an impregnable position. The banking system has been 
greatly strengthened and has been forged into a better 
instrument for serving the credit needs of the economy. 
Further broadening of the credit base, either through 
open market purchases of government obligations by 
the Federal Reserve banks, or lowering of reserve re- 
quirements, will increase the availability of credit at 
lower rates of interest, and in time this is bound to 
have its impact on the economy. 

3. Many institutional changes have greatly strength- 
ened our economy. Whereas from 1928 to 1932 net 
farm income dropped by two thirds, at present farm in- 
come is actually increasing. The 1930’s were marked 
by widespread foreclosures. Today virtually all mort- 
gages are of the amortized type and mortgage debt 
rests to a considerable extent on the credit of the gov- 
ernment or its agencies. Moreover, built-in stabilizers, 
such as unemployment insurance and old-age pensions, 
have proven to be rather effective in cushioning the de- 
cline in purchasing power during a business downturn. 

These and other factors give assurance that the re- 
cession will not become an old-fashioned depression. 


Causes of the decline 


The present downturn did not come as a surprise. 
The forces which brought it about were discernible for 
some time. The decline in business activity since last 
fall has been caused by a number of factors, some basic 
and others temporary. 


The basic factors: 


1. Expenditures by business for plant and equip- 
ment have been estimated to be 13 per cent smaller 
in 1958 than in 1957. In all likelihood capital invest- 
ment will continue to decline throughout 1958, partly 
because productive capacity is greater than present 
demand and partly because of the strong squeeze on 
profit margins and the changed economic climate. 

2. Exports, which were at record levels during 1956 
and 1957, will continue to decrease, since the boom in 
Western Europe is also coming to an end and the 
productive capacity of the free countries has risen 
materially. Owing to the sharp decline in world com- 
modity prices, the raw materials exporting countries 
face reduced earnings of foreign exchange, particular- 
ly dollars. Their ability to buy in the United States 
has, therefore, been decreased and a reversal of this 
trend is not likely in the near future. 

3. Various maladjustments which crept into the 
economy during the boom, notably in wages and, to a 
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lesser extent, prices, have contributed to the decline. 
Wages in many of the highly organized mass produc- 
tion industries have increased faster than in other 
fields. As a result, prices of goods produced by these 
industries have risen considerably and often are be- 
yond the reach of a large portion of the population 
whose income has not expanded correspondingly. It is 
no wonder that unemployment is most pronounced in 
these industries, such as automobiles, rubber, steel and 
construction. 

These forces are basic and will continue to exer- 
cise a depressing influence for some time—certainly 
through 1958 and possibly the greater part of 1959. 


The temporary factors: 

1. The decline in inventories. Manufacturing and 
trade inventories decreased from $91.3 billion (sea- 
sonally adjusted) at the end of September 1957 to 
$89.3 billion in February 1958. This, however, is a 
passing phase. After a relatively short time the liqui- 
dation will come to an end and rebuilding of inven- 
tories will begin. 

2. The tendency of consumers to save more, to re- 
pay debt, and to spend less. This trend is evidenced 
by the fact that savings channeled into savings in- 
stitutions increased materially during the first quarter 
of the year and that consumer credit decreased by 
$1.7 billion during the first two months. However, 
this, too, is temporary. After a while the financial 
position of many families will have improved, and 
they will again be in the market for new durable 
goods and houses. 


Corrective measures 


The Employment Act of 1946 imposes on the gov- 
ernment the obligation to do everything within its 
power to keep the 


(continued on page 62) 
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Drs. Levinson and Modlin say 


WHAT YOU 
CAN DO 
ABOUT 
STRESS 


It’s natural for successful 
executives to feel tension. 
Understanding the causes is 
the first step to control 1 


A Nation’s Business interview with 


Dr. Harry Levinson 
and Dr. Herbert C. Modlin, 
The Menninger Foundation 





managers are lonely, 





Dr. Levinson and Dr. Modlin, there seems to be 
increasing attention being given to problems of 
executives’ stress. Why is this? 


Dr. LEVINSON: One thing should be made clear: 

From all this current interest in the executive, his 
health and his problems, one would get the impression 
that the executive is the most troubled person in the 
world. Now, this isn’t true. In fact, we have talked so 
much about the problems of executives that we find 
some young men coming out of college not wanting to 
become executives because of the hazards. 

The executive, as a human being, has the same kind 
of problems everybody else has. One might then say, 
“Well, if he has the same kind of problems, why don’t 
you just leave him alone? Let him take care of them 
the way everybody else does.” 

On the other hand, perhaps we ought to think of the 
executive and his problems because of the important 
role that he plays in our industrial society. He is, after 
all, responsible for maintaining the effectiveness of his 
part of the economy in providing benefits to society. 

All of us have a certain dependence on them. There- 
fore, we have to consider this leadership role and its 
effect on the people who fulfill it. 


What are some of the principal causes of stress in 
an executive’s life? 


Dr. MopLIN: The one that I hear most about is 
loneliness. 


What can executives do about this? 


Dr. Mop tin: One of the things they have to do is to 
understand what it is and accept it. It happens to all of 
us. I remember a few years ago I was operating a hos- 
pital team of several people and we were just getting 
started. After a while we were operating rather 
smoothly. 

One week I became aware that one of our group was 
moving, and several of the other members of the team 
had gone over to help her move. No one had said any- 
thing to me about it. Nobody had asked me to help. 
Well, I was talking with my supervisor about this and 
rather wryly said, ‘“They left me out; they rejected 
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are too confined, 


me.” And he said, “Congratulations! You are really the 
team leader now.” 


is there no other way to cope with this? 


Dr. Mop.LIn: One of the major problems that certain 
people—many executives among them—face is that 
they get too narrowly constrained. The most important 
thing is our personal relationships. 


What do you mean by that exactly? 


Dr. Mop.LIN: Relations with other people. Assume 
that the lonely executive has developed a hobby of 
stamp-collecting. For him to sit in his study at night 
and putter with his stamps may be a change of pace 
and relaxation, but it doesn’t bring him much into con- 
tact with other people. 

He can use that same hobby to be an active member 
of a local stamp club, to take an occasional trip to a 
stamp convention. A hobby can be used in different 
ways. But just a hobby wouldn’t produce the desired 
result. 


in addition to loneliness, are there other basic prob- 
lems of the executive? 


Dr. LEVINSON: One is for any executive to recognize 
that he is in a leadership role; that he has a certain 
amount of power and other people have certain expec- 
tations of him as a result. 

Once he recognizes that people have expectations, it 
becomes important to keep up with them. What do 
people think of him and his leadership? 


How do you find that out? 


Dr. LEVINSON: One good way is by having relation- 
ships with people in the organization which permit 
them to talk fairly freely with you. 

Industry has tried to do this in different ways; the 
open-door policy, attitude surveys, things of this sort. 
But there is no substitute for personal contact. 

I don’t mean that the executive has to be buddy- 
buddy with everybody. But he has to have some idea 
of what’s happening to people in his organization, of 
the effects of decisions that he may make. He must ask 
them how things are going and their opinions on var- 
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ious things. Along with this goes the idea that, to a 
certain extent, leadership in any situation is an act of 
renunciation. That is, to get the job done, a leader 
has to give up some things. He has to let other people 
do part of it. 

At the same time, he has to give people support so 
that they can grow with this responsibility. Much of 
the task of the executive is developing people. 


Dr. Moon .in: This, by the way, is one of the execu- 
tive’s problems. In any organization the promising 
young man has to be aware of competition. Then when 
he gets to the top he has to forget about competition, 
and develop subordinates who are going to take his 
place. This is a difficult switch for him to adapt to. 


Dr. LEviINSON: Another thing is that, when one 
grows into a position of responsibility in a company, 
he takes on a social responsibility. Industrial leaders, 
business leaders, carry more than the responsibility for 
their own organization. 

As one tends to have power and influence beyond 
his own organization into broader society, he is ex- 
pected to use his leadership abilities and the results of 
his organization to add to the community, to help 
strengthen it, to provide jobs for people, to make it a 
better community. 

If he fails to do that then he is subject to attack by 
society. 

So an executive is a kind of a social engineer, if you 
will. Sometimes he is not quite aware that he is doing 
something more than running the business. 

The problem, then, is how to balance business values 
with what one might call people values, social values, 
ethical values, and so on. 


What are other sources of stress? 


Dr. LEVINSON: Devotion to job success is another 
cause of tension. If you are going to be successful, you 
sometimes singlemindedly pursue that particular goal 
at the cost of other things—for example, family re- 
lationships. 

Often the pressure upward has no terminal point. 
One moves up without knowing (continued on page 90) 
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DEFENSE NEED: 


freedom 
to manage 


Pentagon chief seeks new flexibility and 


stronger defense in reorganization plan 


ON THE DESK of an Air Force officer in the remote 
recesses of the Pentagon is a small sign which says: 

“If the boss calls, get his name.” 

This wry bit of military humor sums up, better than 
all of the warnings emanating from the White House 
and Capitol Hill, the real problem involved in the cur- 
rent Washington battle over defense reorganization. 

The United States Department of Defense is the 
biggest enterprise that human beings have ever been 
called upon to manage. In the size, complexity and 
diversity of its operations, it dwarfs our largest in- 
dustrial corporations. It has a payroll of $15 billion a 
year. It spends $24 billion a year on procurement and 
construction. It controls 27 million acres of land, 700 
major installations, more than 350,000 warehouses, 
plants and buildings. In its Washington headquarters 
alone are 26,691 employes. 

Behind all the sound and fury of the controversy 
over reorganization are two deeply emotional reactions 
to the sheer immensity of the Defense Department. 

One is that no democratic nation dares entrust to 
one executive, or to one group of executives, absolute 
control over such a vast military organization. This 
viewpoint has prevailed in Congress since the armed 
forces were first unified in 1947. It is the rationale be- 
hind all of the legal fetters which Congress has de- 
liberately fastened on the authority of the Secretary 
of Defense. It is the reason why Chairman Carl Vin- 
son of the House Armed Services Committee and 
other congressmen cried “czar” when they got a look 
at the reorganization bill. 
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The other viewpoint is that managing the defense 
colossus is a hard enough job when the top executives 
have adequate authority. When their managerial 
power is restricted, the task becomes fantastically dif- 
ficult. This viewpoint, strongly held by President 
Eisenhower, is the basic motivation behind the changes 
requested in his reorganization proposals. 

The man in the middle of this head-on collision of 
viewpoints is Neil H. McElroy, former president of 
Procter & Gamble, who was drafted from the business 
world early this year to be Secretary of Defense. 

It was not Mr. McElroy’s idea to get into a fight 
with Congress over reorganization a few months after 
he took office. He would have preferred to wait until 
he had a little more personal experience with Penta- 
gon management problems, and until he had found 
out how much he could achieve under the present 
set-up by forceful executive action and prompt de- 
cision-making. 

But even though Secretary McElroy was pushed 
into the fray by President Eisenhower somewhat ear- 
lier than he might have wished, and although he has 
taken a conciliatory tone in his testimony before Con- 
gress, it is an error to leap to the conclusion that he is 
halfhearted or lukewarm about the reorganization. 

In a long private interview with NATION’s BusI- 
NESS, Secretary McElroy made clear that he believes 
emphatically in the need for the changes in law which 
the Administration has requested. 

He acknowledged that these changes will not lead 
to sudden dramatic cuts in defense spending nor will 
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Joint Chiefs 


NEW field forces, organized 
according to missions, would 
get orders direct from Secretary 
of Defense, Joint Chiefs 


they magically turn the Pentagon into a well organ- 
ized, tightly managed shop. They are primarily in- 
tended to remove negative barriers to efficient man- 
agement, rather than to achieve positive reforms. Even 
if Congress passes the requested legislation without 
crippling amendments, the ultimate success of the re- 
organization will depend on how wisely and deter- 
minedly the Secretary uses the broader powers it 
provides. 

But when all these qualifications are made, Mr. 
McElroy still regards the reorganization legislation 
as an indispensable weapon in his battle to bring 
economy and efficiency into the defense establishment. 

He told NATION’s BUSINESS: 

“T believe businessmen can be assured that if Con- 
gress takes the legislative decisions requested, and if 
we in the executive branch exercise firmness and good 
judgment in administrative action, we will have a 
definitely better protection of our national security 
and a measurable improvement in efficiency and man- 
agement of this department.” 

Secretary McElroy is particularly concerned about 
what he calls the “fuzziness” of the present legal defi- 
nition of the Defense Secretary’s executive authority. 

In one section, the National Security Act gives the 
Secretary “direction, authority and control over the 
Department of Defense.” 

Only four paragraphs later, the same law,says that 
the subordinate departments of the Army, Navy and 
Air Force are to be “separately administered by their 
respective secretaries.” 
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SUPPORTING ACTION (Personnel, transport, supply) 


To date, none of the military departments has used 
this apparent contradiction to defy the Defense Secre- 
tary’s explicit orders in a showdown. But it has been 
used repeatedly to resist the plain intent of his pol- 
icies, or to delay compliance until a specific edict is 
issued in each case. It has been, in the words of 
Charles A. Coolidge, the Boston lawyer who is serving 
as Secretary McElroy’s special assistant on reorgan- 
ization, “sand in the gears” of the defense organiza- 
tion structure. 

To cite only one example, individual services have 
used the separately administered clause to drag their 
feet on the so-called ‘“‘single manager plan” of pro- 
curement. This plan, which could lead to substantial 
economies, involves the designation of one service to 
act as supply agent for all services for a particular 
type of material. 

Another built-in invitation to controversy is the 
roles and missions section of the unification law. This 
assigns combat functions to the Army, Navy, Air 
Foree and Marine Corps in some detail (even to the 
point of prescribing that the Marines “shall be so 
organized as to include not less than three combat 
divisions and three air wings’’) . 

The law now specifically forbids the defense secre- 
tary to “transfer, reassign, abolish or consolidate” any 
of the functions thus assigned to individual services. 
It also forbids him to shift men or money around 
within the department in any manner that might im- 
pair any service’s ability to perform its assigned 
functions. If the (continued on page 48) 
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REDS AIM 
ECONOMIC GUNS AT U.S. 


New trade battle now shaping up has vital mean- 
ing for business. Specialist analyzes what’s ahead 


RUSSIA INTENDS to destroy the 
United States by means of interna- 
tional trade. 

This choice of weapons by the 
Soviet leadership may seem. at first, 
a bit ridiculous. Since the days of 
the Yankee trader and the Clipper 
ships, the United States has been 
demonstrating its ability to outpro- 
duce and outsell other nations. 

How, then, can Russia’s threat be 
regarded as more than empty boast- 
ing? 

The reason is that, in the coming 
battle, the American businessman 
will be fighting under ground rules 
which the ussrR will change to suit 
itself. 

In meeting the communist trade 
chalienge, our businessmen will face 
new kinds of competition, new strat- 
egies, new maneuvers. 

In this competition, the Soviet 
will have certain inherent advan- 
tages. 

It will also have some visible dis- 
advantages. 


SHORT-RUN objective of 
Reds is to disrupt our 
supply lines and markets 
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Survival will require that Ameri- 
can businessmen understand how to 
overcome the one and utilize the 
other. 

Khrushchev chooses to call this 
contest “peaceful trade,” but judg- 
ing by some of the preliminary skir- 
mishes, the engagement promises to 
be anything but peaceful. We know 
that the Kremlin stage managers 
have fixed their sights on a number 
of targets; that they intend to use 
trade to intensify existing tensions 
and to create new ones wherever 
possible. 

For the short term, they appear 
to be aiming at a number of specific, 
essential supply lines and _ estab- 
lished markets of great concern to 
the free nations. 

As part of their long-term goals, 
they hope to use trade to persuade 
the newly independent, underdevel- 
oped nations that their best chance 
for economic progress lies in totali- 
tarian economic organization. They 
hope to use the whole world as a 


stage upon which to demonstrate 
this proposition. They have let it be 
known, however, that their prime 
target is the American businessman 
and his way of producing and dis- 
tributing goods. 

By reason of their international 
ambitions, the Soviet leaders have 
always considered themselves at war 
with the entire outside world. Every 
kind of contact across the frontier— 
diplomacy, eccnomic exchanges, sci- 
entific projects, public information, 
or mutual visits—thus automati- 
cally becomes a political tug-of-war. 
As the first means of contact with 
the outside, trade was the first to 
become a prime weapon. To make 
sure that this weapon is. wielded 
from a single command center, the 
Soviet regime early set up its trade 
as a government monopoly. 

The architect of this monopoly, 
Leonid Krassin, first national Com- 
missar for Foreign Trade, laid down 
the line that “‘in the absence of war, 
the struggle continues on the eco- 


LONG-RANGE objective is 


to enmesh underdeveloped 


lands in Soviet net 
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nomic front, specifically on the for- 
eign trade front.” 

Before World War II, however, 
the USSR saw little opportunity for 
success in exercising pressure 
through trade except against the 
small countries on its Asian borders. 
Its working policy was to limit an- 
nual exports to a point where they 
would approximately pay for essen- 
tial imports. All import transactions 
were channeled toward maximum 
self-sufficiency within the shortest 
space of time. In short, Russia’s 
practice before World War II was 
to import in order to reduce the 
need for imports. As a result, the 
general trend in Soviet trade with 
other nations during the ’30’s was 
running steadily downward. By 
1938, the Soviet Union, which in- 
cluded eight per cent of the world’s 
population, accounted for only one 
per cent of total world trade. 

After the war, the Soviet began 
to show increasing self-confidence in 
its ability to manipulate the trade 
weapon. Through the war it had ac- 
quired a ring of satellite nations on 
its western border. After imposing 
minority regimes on these countries, 
the USSR reshaped their economies 
according to the Soviet mold. In this 
reshaping foreign trade played a 
telling role. 

The method was arbitrary, brutal, 
but effective. Throughout the area, 
the USSR directed a carefully se- 
lected stream of exports into each 
economy. At the same time, it requi- 
sitioned specified volumes of sur- 
pluses for its own use. When neces- 
sary, it provided short-term credits 
to relieve the strains created by its 
own intervention in these countries’ 
economic life. Large industrial mon- 
uments were built up in each coun- 
try, and agriculture was seriously 
dislocated. These lopsided econom- 
ic structures are incapable of meet- 
ing the normal needs of a modern 
distributive economy. But they are 
the embodiment of the Soviet for- 
mula of economic development. 

If trade can be used for carrying 
Soviet influence into Eastern Eu- 
rope, why not beyond? This ques- 
tion was apparently not raised so 
long as Stalin was alive. About the 
middle of 1953, however, Russia be- 
gan some preliminary testing of the 
trade weapon from Argentina to Ice- 
land and from Burma to Ghana. 

The early tests were not an un- 
qualified success. They were based 
on a straight-out commercial ap- 
peal, made more attractive by an 
offer of machinery exports on credit. 
The experience in Argentina re- 
vealed weaknesses in the system. 

Argentina was selected because 
its government policy was at once 
totalitarian and aggressively anti- 
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RUSSIAN SUCCESS in using trade as a cold 


war weapon is eloquently demonstrated by the 


‘case of Egypt. Here Moscow-indebted Gamal 


Abdel Nasser shakes hands with Soviet Chief 


of State Voroshilov at Moscow airfield after 


arriving for visit. N 


American. An agreement signed 
with the Perén government in 1953 
included an offer of a $30 million 
credit to cover the export of Soviet 
industrial equipment. An intensive 
selling campaign followed, but only 
token shipments ($8 million) found 
their way to the Argentine market. 

It soon became clear to the Rus- 
sians that, although the government 
signed the agreements, private im- 
porters were expected to make the 
actual purchases. And these expe- 
rienced firms did not rush to sign new 
equipment contracts with the hither- 
to unknown state-trading agencies 
of the Soviet government. 

The terms, true enough, were at- 
tractive. The Soviet agencies were 
offering unusually favorable prices; 
delivery dates at the convenience of 
the importers; credits at 2.5 per cent 
interest a year and for any desired 
duration. However, from the im- 
porters’ viewpoint, the Soviet mo- 
nopoly was an unfamiliar and 
forbidding trade partner; and the 
proposed deals were surrounded by 
many imponderable factors. Beyond 
the commercial and supply uncer- 
tainties, which were legion, lurked 
a legitimate doubt as to whether the 
Soviet interest in an importer’s com- 
mercial needs would remain as keen 
in the event his government’s for- 
eign policy should change in a di- 
rection that Russia did not approve. 

A more spectacular appeal was 
needed and it was soon found. 


ikita Khrushchev looks on 


To unveil this new technique, 
Khrushchev and Bulganin took to the 
road in December, 1955, to advertise 
to the nations of Asia and beyond 
that the Soviet government was 
ready to export economic develop- 
ment. The practical consequences 
of that trip were a series of gov- 
ernment-to-government agreements 
signed in 1955-57. The ussRr under- 
took to extend long-term economic 
assistance to three countries in Asia, 
two in the Near East. A _ sixth, 
Yugoslavia, benefited for an alto- 
gether different reason. The strictly 
noneconomic motive in her case was 
to try to induce a more subservient 
pattern of communist behavior 
among Yugoslav leaders. 

By all these commitments the So- 
viet government has undertaken to 
provide about $1.2 billion in eco- 
nomic aid to the six countries. This 
aid is to be allocated if and as Mos- 
cow and the recipient governments 
agree upon specific projects. To 
date, the distribution of the Soviet 
batch of offers has been highly se- 
lective. The largest amount ($370 
million) was extended to Yugo- 
slavia. India received two credits. 
adding up to $240 million. Soviet 
economic aid offers to Egypt, exclu- 
sive of arms on credit, came to $175 
million. Afghanistan was granted 
several credits, totaling $140 mil- 
lion. A credit of $143 million was 
set up for the use of Syria; another 

(continued on page 42) 
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BUSINESS? 


today’s outlook 





AGRICULTURE 


Farmers need not become appre- 
hensive that the current recession 
will grow into a full-scale agricul- 
tural depression. 

This spring’s record of rising 
prices for food products concurrently 
with a declining market for durable, 
or hard goods, largely reflects sup- 
ply situations. But demand for food 
continues strong. 

Farmers can expect lower prices 
for livestock, fruits and vegetables as 
the summer passes but the decline 
will be due to cyclical and seasonal 
increases in marketings rather than 
to consumer buying resistance. 

The bright side of the recession 
from the farmer’s point of view in- 
cludes generally lower interest rates 
and the hope of some easing of the 
upward pressure on costs. Producers 
located near areas of substantial un- 
employment may also be able to fill 
seasonal labor requirements at wages 
that farmers can afford to pay. 
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It appears reasonable to expect 
that the cost to build almost any- 
thing from a cottage to a skyscraper 
will push upward at a rate of about 
one per cent every four months, ac- 
cording to a recent study made by 
the Dow Real Estate Valuation Cal- 
culator. 

Also according to this authorita- 
tive study of the two major compo- 
nents of construction cost—materi- 
als and labor—labor again has 
exhibited the greater strength. 

The price tag on construction to- 
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day is roughly two and one-half 
times what it was in 1941. In other 
words, the $8,000 house of 1941, ex- 
clusive of land and charges other 
than labor and materials for con- 
struction, would come today with a 
tag for $20,000, making the current 
building dollar worth about 40 cents 
in 1941 terms. 


CREDIT & FINANCE 


Congress is dusting off old ideas 
and reconsidering them as antire- 
cession aids. 

Extensive hearings have been held 
during the past month, for instance, 
on three major federal financial pro- 
posals: small business financing, de- 
pressed areas, and community facil- 
ities. 

Each of these would ordinarily 
come in for separate and searching 
examination; but this year action 
may be faster. The Senate has al- 
ready approved a $1 billion Com- 
munity Facilities bill; House Bank- 
ing Committee hearings just ended 
may produce a final bill in all three 
areas. 

The Financial Institutions Act, a 
constructive recodification of bank- 
ing law undertaken by the Senate 
last session, has been pigeonholed in 
the House Banking Committee. Fi- 
nal consideration of the measure 
may become possible during the lat- 
ter part of the session. 

The Small Business Administra- 
tion reports the demand for loans 
is climbing. There were 427 loans 
approved and granted in April for a 
total of $20,181,000—higher than 
any previous month. 
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DISTRIBUTION 


Retail trade on the whole contin- 
ues stable, and there are signs that 
sales are perking up— responding to 
spring and to the energetic “buy 
now” drives cropping up all over the 
country. 

Department store sales, since Jan. 
1, are running a couple of notches 
below last year’s level. However, 
sales activity in recent weeks has 
shown a steady upward thrust. Va- 
riety stores are stepping up their 
promotional activity. While sales are 
holding at near-1957 levels, the effort 
to stem creeping costs is taxing man- 
agement ingenuity. 

Both retail food prices and sales 
were up in the first quarter. Prices 
rose six per cent and sales were nine 
per cent higher than in the compar- 
able period last year. The 1958 price 
level likely will stay higher than 
1957 because of reduced supplies 
and strong demand, according to the 
Department of Agriculture. 

The Department of Commerce re- 
ports that consumers in the first 
quarter of 1958 spent less of their 
after-tax income on durable goods 
than they had spent at any time in 
the past 10 years. 


FOREIGN TRADE 


Senator Humphrey of Minnesota 
has announced that he will offer an 
adjustment to the Trade Agreements 
Act extension when the Senate con- 
siders it this month. 

Complaints are that the escape 
clause provisions of the present Act 
have failed to afford adequate pro- 
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tection to domestic industries af- 
fected by imports. 

Many spokesmen for business, la- 
bor, church and civic groups have 
emphasized a need for temporary, 
marginal assistance to those indus- 
tries, workers and communities that 
may be seriously affected by im- 
ports. 

Several bills on Adjustment As- 
sistance have already been intro- 
duced in the current session. Among 
them are: 

“A Bill to Assist Small-Business 
Concerns,” introduced jointly by 
Senators Javits (N.Y.), Saltonstall 
(Mass.), Potter (Mich.), and Ives 
(N.Y.). 

A “Bill to Provide Assistance to 
Communities, Industries and Indi- 
viduals to Facilitate Adjustment 
Made Necessary by the Trade Poli- 
cy of the U.S.” introduced by Sen- 
ator Kennedy (Mass.). 

Identical House bills by Repre- 
sentatives Eberharter (Pa.) and 
Donahue ( Mass.) . 


GOVERNMENT SPENDING 


Action on appropriations which 
has been relatively slow in both the 
House and Senate should pick up in 
tempo this month in an effort to get 
all bills through before the begin- 
ning of the fiscal year. The one ex- 
ception may be the Mutual Security 
bill which has a tendency to lag. 

The economy picture continues to 
be bleak with a $10 billion deficit vir- 
tually assured for fiscal 1959. Tax 
cuts, pay raises for both classified 


and postal employes, and some of the 


pump-priming legislation in the mill 
if passed—will increase this. 
Even the currently estimated $3 

billion deficit for fiscal 1958 may be 

exceeded, particularly if the high 
pay increase bills are passed with 
their retroactive features. 

Best hope for economy advocates 
under current circumstances lies in 
reorganization of the Defense De- 
partment along lines proposed by the 
President and a revamping of its ap- 
propriation structure. Both moves go 
to the heart of the problem of waste 
caused by interservice bickering and 
rivalries. 


NATURAL RESOURCES 


The domestic metals mining in- 
dustry, everyone agrees, is in a bad 
way because of imports of foreign 
metals at prices so low that the do- 
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mestic industry cannot compete. But 
few people agree on a cure. 

Last year the President’s Cabinet 
Mineral Policy Committee and the 
Secretary of the Interior recom- 
mended legislation to establish a 
sliding-scale tariff for lead and zinc. 
The bill bogged down in the House 
Ways and Means Committee, and 
the industry then asked the Tariff 
Commission for a restoration of tar- 
iffs under the escape clause of the 
Reciprocal Trade Agreements Act. 
The Commission split on the kind of 
tariffs to be provided. Meanwhile, 
copper, tungsten, and fluorspar be- 
came ailing industries. 

This year has brought more pro- 
posed remedies but, as yet, no. relief. 
The mining industry wants an im- 
port tax to be imposed whenever 
average monthly metals prices fall 
below prescribed peril points. 

The Secretary of the Interior pro- 
poses legislation to set a stabilization 
price for specified annual quantities 
of copper, lead, zinc, fluorspar, and 
tungsten. The federal government 
would pay producers the difference 
between market price and stabiliza- 
tion price. 
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All hopes for corrective labor leg- 
islation in the closing months of the 
85th Congress rest with the House of 
Representatives and its labor com- 
mittee. Although tie Senate com- 
pleted action on a pension and 
welfare fund bill and held hearings 
on general proposals for new labor 
laws, the likelihood for major legis- 
lation is small. 

In addition to such handicaps as 
the coming election and the strong 
political influence of union officials, 
key committee members of the 
House Committee on Education and 
Labor are on record in opposition to 
restrictive legislation for unions. 
Representative Perkins (D-Ky.) 
who will chair the subcommittee 
considering Taft-Hartley proposals, 
has long advocated the complete re- 
peal of Taft-Hartley and the resto- 
ration of the Wagner Act providing 
no unfair labor practices for unions. 
His bill, H. R. 4299, would make 
this possible. 

Thus any optimism that Senate 
activity may have created for an end 
to the more serious abuses by profes- 
sional unionists is not expected to 
carry over to the House, where all 
members will be up for reelection. 


TAXATION 


Substantial deficits are assured for 
both fiscal 1958 and 1959 by speed- 
up in existing spending programs 
and passage of new antirecession 
measures calling for huge outlays. 

The built-in lag in receipts during 
the July to February period will 
further tighten the squeeze on the 
Treasury which will request that the 
debt limit, already increased from 
$275 to $280 billion, be raised again 
—probably to $290 billion. 

Despite reluctance of both the ad- 
ministration and congressional lead- 
ership to open the subject of tax 
reduction, chances are somewhat 
better than ever in favor of passage 
of a tax reduction bill. 

Scheduled reversion of the corpo- 
rate normal rate—from 30 per cent 
to 25 per cent—and of the excises 
on automobiles, cigarets and alco- 
holic beverages will force a decision 
before June 30. 

There is much discussion of pos- 
sible changes in permissible depreci- 
ation schedules and practices. This 
reflects what appears to be belated 
recognition of the repressive effects 
of current depreciation law and reg- 
ulations. 


TRANSPORTATION 


Highway contractors, equipment 
dealers, manufacturers and material 
producers can look with optimism 
toward the months ahead. 

State highway departments are 
moving into high gear to spend the 
additional $1.8 billion federal aid for 
highways the Congress pumped into 
the highway program for the fiscal 
years 1959 and 1960. 

Four hundred million dollars of 
this must be contracted before Dec. 1 
this year and completed before Dec. 
1, 1959. This will be spent largely 
on resurfacing and widening exist- 
ing heavily traveled highways. Much 
of it will be spent on rural connect- 
ing routes. 

Most states anticipate no serious 
problems in providing the matching 
funds for this program. However, all 
but nine expect to borrow from the 
$115 million federal fund. 

Dirt should begin to fly on inter- 
state highway construction. The two 
year period needed for determining 
route locations, conducting hearings, 
rights of way acquisition, prepara- 
tion of plans and specifications are 
over for many miles of the system. 
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REDS AIM ECONOMIC GUNS continued from page 39 


Economic aid is used by Soviet more 
to sow dissension with the West than 
for economic aid to weaker countries 


of $100 million went to Indonesia. 
It should be noted, moreover, that 
the actual disbursement of these 
credits is carefully spread over time, 
usually from four to 12 years. 

In economic terms, this program 
is neither spectacular nor alarming. 
In these countries the need for a 
more balanced economic structure 
is real and urgent. 

Several of the nations have for 
some time been receiving and effec- 
tively using technical and financial 
assistance from the West. Certainly, 
more assistance of this kind from 
another quarter could only be 
viewed as a welcome addition. 

It is also clear that the Soviet 
Union possesses the resources and 
skills needed to contribute to the 
industrial development of the econo- 
mies of Asia and Africa. Initially, 
too, the nations of the West found 
it rather heartening to note that the 
Soviet government had at last aban- 
doned its position, assumed under 
Stalin, of denouncing every western 
effort in the sphere of economic de- 
velopment as “a plot against the 
very sovereignty of the weaker na- 
tions.” 

As the Soviet program unfolded, 
however, it became evident that the 
concept of competitive coexistence 
has a meaning all its own to the 
Soviet leaders. In such a competi- 
tion they are evidently more in- 
trigued by the possibility of some 
immediate, short-term gain that 
might help to tip the balance in 
their favor than by the long-time 
gains in well-being in the recipient 
countries. The manner in which 
they have pressed their largesse 
upon selected underdeveloped na- 
tions demonstrates that Soviet strat- 
egists are hostile toward any kind 
of balance. Their idea of competi- 
tion seems to be to use any and all 
circumstances, including the eco- 
nomic distress of the weaker coun- 
tries, to sow dissension among the 
nations of the world. 

To that extent, foreign aid af- 
fords another platform for conduct- 
ing political warfare on a global 
scale. 

Evidence that the Soviet aid pro- 
gram is part of a broader operation 
aimed at undermining existing eco- 
nomic relations can be clearly seen 
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in the pattern of Soviet interna- 
tional behavior ever since it has de- 
clared itself persuaded by the argu- 
ment that the stronger nations have 
a responsibility to aid their less de- 
veloped neighbors. 

The action may be illustrated by 
a few of the pages from this record: 


1. The first Soviet extension of for- 
eign aid in 1955 was toward a num- 
ber of nations in Asia that were 
pledged to a neutralist policy in 
foreign affairs. The communist lead- 
ership considered these governments 
as most directly useful to their cause 
of keeping the free world divided, of 
preventing a solid front against fu- 
ture Soviet-sponsored civil wars of 
the variety launched by North Ko- 
rea in 1950. 


2. From the beginning of this drive, 
Soviet spokesmen were more con- 
cerned with impugning the motives 
of the U.S. and other western pow- 
ers than with the needs of the less 
developed countries. Here is a sam- 
ple of this line of attack as pursued 
by the then Soviet ambassador to 
India, Menshikov: 

“Technical assistance which was 
being offered by the Soviet Union,” 
he said in a public address, ‘was 
entirely different in character from 
the aid received from some other 
countries. Soviet aid was rendered 
only when it was desired and re- 
quested by a country and solely in 
the interests of that country. In 
such a case, the assisted country 
alone was the complete owner of the 
new enterprises built and equipped 
with the assistance of the Soviet 
Union, and of the products result- 
ing from those new enterprises. 
The technical assistance was given 
on a friendly basis with no selfish 
aim on the part of the donor for a 
moderate payment and in some 
cases without payment at all.” 


3. Most revealing of the Soviet pur- 
pose is the speed with which it acted 
to throw its resources onto the 
beachhead in the Middle East from 
which to assail the position of the 
western nations. Soviet strategists 
delivered, in the fall of 1955, some 
$280 million worth of arms to 
Egypt, on a deferred payment basis. 
No matter what was needed, Russia 


was ready to oblige, so long as it 
offered a chance to penetrate a new 
region. 

Thus, in Asia, for example, the 
main theme of the Soviet political 
message was aid in the interest of 
peace; in the mid-East, it was 
equally ready to help feed the flames 
of war. Nor is the cost of arms 
supplied ($280 million) a minor 
expenditure, if we consider that the 
much-publicized Indian steel mill 
will cost Russia only $115 million 
and that this amount will be doled 
out in installments over a five-year 
period. The difference in the out- 
lay can only be explained by the 
fact that, at the moment, the 
opportunities for mischief-making 
against the West were far more 
promising there than elsewhere. 


4. Whatever the context, the under- 
developed countries are always 
urged to regard their western neigh- 
bors with suspicion. Anything that 
helps to weaken existing ties be- 
tween the former dependent nations 
and the West is considered a good 
stratagem. For example, in an inter- 
view with the Mexican newspaper 
Excelsior, in June 1956. the then 
Premier Bulganin was driving home 
the following lesson out of the So- 
viet primer on dissension: 

“What the U.S. offers is assist- 
ance, while we offer collaboration— 
on mutually beneficial conditions, 
free of political intent, above all of 
any military involvement. . . . This 
collaboration is based on the idea 
of finding the best way to observe 
equality of rights without damaging 
the sovereignty of either of the 
parties.” 


5S. The case of Indonesia also illus- 
trates how Soviet interest is sud- 
denly sparked whenever it finds an 
opportunity to intensify conflict. 
The ussr has had an economic aid 
agreement with Indonesia since Sep- 
tember, 1956. To date, no economic 
goods of a peaceful character have 
moved under this agreement. All 
that was needed, apparently, was an 
incentive to act. The incentive came 
in January 1958, at the height of the 
anti-Dutch campaign in Indonesia. 
The Soviet Union quickly moved 
ships into several ports for sale or 
charter to the government, in the 
hope of placing the latter under po- 
litical obligation to the communist 
party of Indonesia. The MIG’s ar- 
rived in early May. 

The pattern that emerges from 
the whole range of Soviet economic 
actions is one of active promotion 
of division, conflict, and war among 
the nations outside the Soviet bloc. 
In the area of foreign aid, in partic- 
ular, the kind of activity that best 
recommends itself to the Soviet gov- 
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THE JET AGE HAS ARRIVED 


with the Boeing 707 


A modern concept of risk management helps INA give 
extra value’ to Boeing Airplane Company 


| 


In a few months a brilliant new chapter in aviation history 
will begin with the first commercially scheduled flight of this 
weptwing 707 passenger jet airliner. It will cruise at 600 mph, 
it altitudes between 30,000 and 40,000 feet. It will connect 
continents in only half the time these distant flights take today. 


Production of this jet stratoliner is an intricate job. It calls 
for parts from more than 5000 subcontractors and vendors 
across country. And the program of risk management calls 
for the utmost in insurance protection. 


INA, the pioneer in protection for individuals and indus- 
try, gave Boeing ‘extra value’ in blanket liability, aircraft 
liability and travel accident insurance. INA also provides 
a part of the coverage on both the prototype and all 707 
production models. 


Your business, large or small, can get the benefit of INA’s 
underwriting and service. It is big enough for Boeing, spe- 
cific enough for a small components plant. Ask your broker 
or the INA agent to tell you about the advantages of Insurance 
by North America. 


Insurance Company of North America - Indemnity Insurance Com- 
pany of North America - Philadelphia Fire and Marine Insurance 
Company - Life Insurance Company of North America - Philadelphia 


INSURANCE BY NORTH AMERICA (wa) 














REDS AIM ECONOMIC GUNS AT U. S. continued 


Dumping oil and nonferrous metals may 


be a. Red step to force trade concessions 


ernment is one in which it can strike 
a self-serving posture as the disin- 
terested benefactor and, at the same 
time, draw a contrast between it- 
self and the West. 

For this purpose Soviet leaders 
apparently regard the cut-rate loan 
as a highly promising weapon. It 
is simple, it bespeaks generosity and 
serves as a basis for labeling all 
opponents as usurers. The purely 
economic facts are less simple. In- 
asmuch as these are not cash loans, 
the interest rate is not decisive. 
What counts ultimately is the price 
of the goods and services obtained. 
The Soviet can more than make up 
for the low interest rate, and has 
on occasions, by padding prices. 

On the other hand, if we accept 
the challenge on interest rates, the 
Kremlin spokesmen argue that they 
are not only generous but also in- 
fluential. 

Mikoyan boasted in his March 11 
election speech in Yerevan that the 
Soviet Union can, in effect, compel 
the West to change the terms of its 
commercial relations throughout the 
world. 

One of the areas where the Soviet 
ruling hierarchy is particularly eager 
to change the terms of commercial 
relations is in the production and 
marketing of petroleum. By all evi- 
dence, the Soviet government has 
singled out the large western oil 
companies as promising targets. By 
supporting every variety of anti- 
foreign movement in Asia and Af- 
rica, the communist leaders strive 
to make it more expensive for the 
oil companies to extract the prod- 
uct. At the same time, they try to 
force the major producers to sell 
more cheaply by disposing of their 
own oil in selected markets at cut 
rates. 

It would be foolhardy, moreover, 
to believe that all this is merely a 
form of jockeying for a better com- 
mercial position. The stakes are 
much higher. In several regions, es- 
pecially in the Mid-East, the Soviet 
leaders are obviously tempted by a 
chance to maneuver themselves into 
a position where they could, if they 
wanted, block the West’s access to 
vital sources of oil. 

In nonferrous metals, the Soviet 
trade monopolists have also shown 
that the normalization of commer- 
cial practices is not necessarily their 
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prime objective. In the case of one 
metal after another—aluminum, tin, 
zinc, platinum—the Soviet Union 
has acted to depress prices. The 
impact of this operation was serious 
enough to prompt the Canadian 
aluminum industry to apply to the 
Board of Trade in London for an 
anti-dumping duty on imports orig- 
inating in the USSR. 

So far, no one has been able to 
fathom the reasoning behind the So- 
viet action of forcing these surpluses 
on well supplied markets, partly in 
conflict with its own interest as a 
seller. Prices, it would seem, are not 
the determining factor. 

If there is any explanation for 
such action other than poor sales 
planning and an urgent need of for- 
eign exchange it may be this: “It is 
not nearly so important to gain ap- 
proval as to inspire fear.” 

It is also conceivable that this 
line of action may be used as a bar- 
gaining counter. Should the outcry 





against dumping become more se- 
rious, the Soviet Union can use this 
as a basis for suggesting a trade 
conference, where it could offer to 
negotiate the cessation of dumping 
against existing western security 
safeguards over exports to the So- 
viet bloc. 

It is plain that the Soviet deci- 
sion to force a commercial war upon 
the West springs largely from a 
sense of confidence that, in this type 
of contest, its own single-center con- 
trol gives it certain advantages. 
Partly, too, the present Soviet ag- 
gressive behavior in world com- 
merce is based on the substantial in- 
crease in the volume and variety of 
the Soviet trade potential. Soviet 
capabilities in trade have grown 
enormously since World War II. 

On the export side only—the 
main source of Soviet purchasing 
power in the world market—the ca- 
pacity of the ussR has expanded six- 
fold since 1938. This is in terms of 
actual physical quantities, not just 
money values. According to infor- 
mation published in November 
1957, the value of Soviet exports in 
1956 was $3.7 billion; imports were 
$3.6 billion. 

This gain is not to Russia’s com- 
plete advantage. The fact is she 
has gotten herself heavily overcom- 
mitted. First, the bulk of export 


GROWTH OF SOVIET EXPORTS 


Grains 

Coal 

Petroleum 

Iron Ore 
Manganese Ore 
Iron & steel 
Cotton 

Flax 

Asbestos 


Machinery 
(Millions of dollars) 


Lumber 
(Millions of board feet) 


Thousands of tons 








Latest 
figures 

1938 (1956) 
2,356 3,026 
471 6,171 
1,530 11,020 
8 9,918 
49] 1,025 
74 2,017 
38 342 
25 30 
16 99 
$ 3 $ 720 
1,378 949 
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HELPING IN THE 
SEARCH FOR OIL 


NEW ORLEANS, LA. 


From the wavy lines on seismo- 
grams oil company engineers get a 
remarkably accurate picture of sub- 
surface conformation and important 
clues as to where oil may be found. 

The only trouble with these “million 
dolla¥’’ records is that their line de- 
tail often fades out quickly in normal 
use. Putting them on Recordak Micro- 
film gives leading oil and exploration 
companies a lasting record as well as 
protection against fire and theft. 


Another big advantage: low-cost 
paper enlargements— Recordak .Fac- 
similes—can be made from the micro- 
films fast as needed. This ends routing 
delays . . . lets home office and field 
units, for example, study seismograms 
simultaneously. And these Recordak 
prints, unlike the originals, won’t 
fade away. 


TWO COPIES OFTEN 
COST LESS THAN ONE 
NEW YORK, N. Y. 

Many businesses with large quanti- 
ties of records to be copied are finding 
to their surprise it actually costs less 
to make a Recordak Microfilm copy 
and a facsimile print from it than to 












@eeeeeeeeeeeeseeseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee ee 


make copies directly by conventional 
methods . . . Good case in point: Aid 
Association for Lutherans, largest 
fraternal insurance company, found 
this the fastest, lowest cost way to get 


Photographing a seismogram 
in a Recordak Microfilmer 

















originator of modern microfilming— 
now in its 3lst year 





eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee eee eee ee eeeeeeeeveeeeeeeeeeeee eee 


Short cuts with Recordak Microfilming 


Latest reports on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . . thousands of concerns 


Photograph courtesy of Shell Oil Company 


data on 600,000 policy record cards 
to its 44 agencies. 

Mail coupon for free booklet showing 
how companies like yours save with 
Recordak Microfilming. 


“Recordak”’ is a trademark 
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(Subsidiary of Eostman Kodak Company) 
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Many commodities Russia now exports are 
goods that her people badly need at home 


goods that the ussR places annually 
into world trade is consigned, for 
reasons of policy, to intrabloc dis- 
tribution. Even here, available sup- 
plies are stretched thin to try to 
cover more than they really can. 
Thus, the good providers within the 
bloc, East Germany and Czecho- 
slovakia, get the lion’s share of Rus- 
sia’s grain exports; the others get 
what is left. The same is true of 
iron ore, semifinished steel, non- 
ferrous metals, crude rubber, or 
other vital supplies. 

Futhermore, any number of the 
commodities Russia now ships to 
the world market are diversions 
from home consumption. Cotton is 
an example. Domestic production 
of cotton fabrics, the basic Soviet 
textile material, declined in 1956 by 
eight per cent. It rose a little in 
1957, but was still below 1955. Yet, 
exports have continued to rise. The 
foreign trade ministry, in fact, 
boasted that Russia, with a volume 
of 310,000 metric tons, is now the 
third largest exporter of cotton, 
after the United States and Mexico. 

Similarly, iron ore exports are 
working a strain on domestic sup- 
plies. Because the trade monopoly 
consigned nine million tons of iron 
ore into exports, the Soviet steel 
industry in 1957 had its worst year 
since the war. Last year’s steel fig- 
ure was less than five per cent above 
1956, despite generous new capital 
investments. 

Exports of lumber are likewise in 
conflict with an acute need at home. 

A recent Soviet announcement 
that in 1956 the ussR exported auto- 
mobiles to 23 countries would not 
lead the reader to suspect that this 
operation totaled 22,000 vehicles, 
valued at about $20 million. The 
country’s total production that year 
came to 98,000 passenger cars. 

In machinery, too, the Soviet ex- 
port position is not without compli- 
cations. In the first place, by its 
own figures, the USSR was a net im- 
porter of machinery in 1956: $960 
million of imports as against $720 
million of exports. Another element 
in this picture is the fact that 75 
per cent of the imported machinery 
came from the satellite economies 
—the very area in which the USSR 
claims to function as a source of in- 
dustrialization. 

Two of the satellites, East Ger- 
many and Czechoslovakia have been 
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providing Russia lately with an an- 
nual flow of machinery worth about 
$700 million, 70 per cent of this 
from East Germany. For the So- 
viet economy, by and large, this 
source of supply has plugged up 
temporary gaps in output, correct- 
ing mistakes in planning. For that 
reason, these countries are eminent- 
ly useful on the more political side 
of the trade operation. For example, 
at the height of western export con- 
trols, Russia has been able to order 
these two satellites to specialize in 
deficit machinery. Subsequently, in 
connection with the drive to indus- 
trialize China, these two territories 
have been employed to diversify 
and support the Soviet contribution 
in equipment to China. More re- 
cently, the Soviet trade strategists 
have been able to use the machinery 
imports to relieve their own indus- 
try of the strains imposed upon a 





possible excessive demand for ma- 
chinery exports from the rest of the 
bloc and from the underdeveloped 
countries. 

There is no lack, therefore, in the 
Soviet commercial arsenal of ma- 
terial supplies. Nor is there any 
lack of will or determination to 
exert pressure against vulnerable 
segments of the world economy. 
There is every reason to expect a 
more intensified effort to exploit 
any and all potential opportunities 
for reaping political benefit. The 
weight of Soviet economic force 
will be thrown into the balance of 
every precarious situation. The more 
mature industrialized nations of the 
West as well as the less experienced 
will be invited to cure their tempo- 
rary economic ills by means of the 
magic of a particular Soviet for- 
mula. 

It is possible, however, to read 
too much into the record of recent 
Soviet international economic op- 
erations. This record has consisted, 
in part, of contributing, along with 
other nations, financial and tech- 


nical assistance to genuinely neutral 
countries such as India, Burma, Yu- 
goslavia; in another line of action, 
it has tried to open a parallel com- 
mercial channel toward weak na- 
tions by way of supplementing its 
political and military pressure upon 
them. The fact remains that, in 
the sphere of straight commercial 
operations, the record has been one 
of large promise and meager per- 
formance. Soviet action has not 
been capable of matching either its 
extravagant promise or the official 
image of the commercial capacity it 
presents to the world. The short- 
falls in this area have been apparent. 

The Soviet government is, in fact, 
anything but a natural trader. It is 
not only slow and cumbersome, it 
is also inflexible in its payment 
practices. A nation which sells to 
the Soviet does not earn currency 
which it is free to use as it chooses. 
It earns the right to accept Soviet 
goods of equal money value. Often, 
this forces a country to take second 
choice as far as return goods are 
concerned. 

Neither the ponderous method of 
trading through government bu- 
reaus nor the rigid devices of bilat- 
eralism. are best suited to balance 
the needs of producers and con- 
sumers. The mechanism they pro- 
vide is not sensitive enough to carry 
out day-to-day commodity adjust- 
ments on an international scale. 

It requires no special powers of 
clairvoyance to foresee that. for the 
decade ahead, wherever the nations 
remain free to act on their choice, 
they will deal with the profit-mo- 
tivated trading communities who 
possess the needed experience in 
building and maintaining commer- 
cial good will abroad. 

All this, however, cannot be ex- 
pected to come about automatically. 
We may fully expect that the indi- 
vidual trader from the U. S. and the 
other market-economy countries will 
continue to apply his best effort to 
providing the goods wherever they 
are needed, to give good quality, a 
fair price, and dependable service. 

The danger is that his effort will 
not ‘be fully productive unless he 
can count on the firm support of his 
business and national community 
in the form of a sound trade policy. 
In parts of the world, he will most 
assuredly come up against blocked 
sources of supply and rigged mar- 
kets as a by-product of the Soviet 
effort. If we wish to see the individ- 
ual business effort effective, the en- 
tire community will have to take 
international trade more seriously. 
We will have to learn to regard the 
private trader as our representative 
in an important area of world co- 
operation.—LEon M. HERMAN 
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- fi-dent (kin’fi-dént), adj. 1. 
4. Having confidence; esp., self-t 
, Or, sometimes, presumptuous. — § 
See HOPEFUL, SURE. —n. A confia 
con’fi-dent-ly, adv. 
con’fi-den’tial (-dén’shdl). adj. 1 
Communicated in confidence: secret. 
2. Indicating close intimacy or com - 
munication in confidence; as, a con- 
fidential tone. 3. Enjoying, or treat 
ed with, confidence; as, a confident 
ial clerk. —con/fi-den’tial-ly, adv. 
con ‘fi-den’tial-ness, n. 
fid’ing (kdn-fid’ing), adj. Trus@7m 
¥p) Obs., reliable. — con-fid’ing-ly/7# i) 
fig’u-ra’tion (kon-fig’t-ra’shiry " 
10, fr. configurare to form fror, 
ition of parts; the figure, forr 
i 


a this arrangement. = 
in ~-al, adj. — Co" “a 


+ 




















Confidential ...is the Word 
for NeW Plant Location Service... 


The dictionary definition of confidential is secret; to treat with 
confidence. 

And that is the way all inquiries received by Norfolk and 
Western plant location specialists are handled. Whether the 
inquiry is for general information or specific site data, these men 
go to work quietly and confidentially. 


N&W plant location specialists Needed information is assembled and sent to you on the QT, 
will go to work for you quickly and eliminating any chance of revealing your interest in The Land 
quietly . . . without obligation. of Plenty to the public in general and speculators in particular. 
They know their job and their ter- The progressive six-state territory served by the Norfolk and 
ritory and can save you site-seeking Western offers outstanding advantages for industry, including 
expense, time and worry. abundant natural resources, plenty of water and power, depend- 


able workers, fair taxes, nearness to markets, good, clean 
communities, and N&W Precision Transportation. 


Write, wire or call — 








L. E. WARD, JR., Manager 

INDUSTRIAL AND AGRICULTURAL DEPT. 

Drawer NB-796 (Phone Diamond 4-1451, Ext. 474) 
NORFOLK and WESTERN RAILWAY 

Roanoke, Virginia 
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DEFENSE NEED continued from page 37 


It is difficult to delegate power 
to make decisions at lower levels 


“separately administered” phrase is 
sand in the gears, this section is 
coarse gravel. It has been used often, 
by each of the services, to defend its 
right to spend tax money on obsolete 
activities. It is a clear congressional 
charter for overlapping and duplica- 
tion. It encourages the frantic and 
costly scramble among the services 
to gain control over new weapons. 

An example was the rivalry be- 
tween the Army and Air Force over 
the development of an Intermediate 
Range Ballistic Missile. Each serv- 
ice advanced a plausible claim that 
its assigned mission required such a 
weapon. So the Army went ahead 
with its Jupiter, the Air Force with 
its substantially similar Thor. Some 
military experts estimate that this 
little game of “‘it’s mine, it’s mine,” 
cost the taxpayers $500 million. 

It has been suggested that the 
Jupiter-Thor situation, and many 
other expensive conflicts between 
services, could have been headed off 
by prompt, firm decisions at the top. 
Indeed, it is widely believed in 
Washington that the basic problem 
in recent years has been, not a lack 
of power in the office of Defense 
Secretary, but the reluctance of 
former Secretaries to use the power 
they had. 

One reason why Mr. McElroy has 
made such an impression on the 
capital is that he has displayed de- 
cisiveness from the time he took of- 
fice. Could he not, by continuing to 
make firm decisions, dispense with 
the need for new legislation? 

“Tf all of the decisions could come 
up to the Secretary,” he replied, 
“practically all matters could be set- 
tled. The fuzziness of authority in 
the present law causes trouble when 
you try to settle disputes at lower 
echelons. It makes it difficult to 
delegate real authority—to achieve 
decision-making by policy statement 
rather than on a case-by-case basis. 

“One serious difficulty is that 
many issues never get to the De- 
fense Secretary at all. They are set- 
tled at a lower echelon by trade-off 
compromises, because the executives 
at that level are unable or unwilling 
to chase the problem all the way up- 
stairs to force a decision.” 

Beyond these essentially admin- 
istrative difficulties is another prob- 
lem which Secretary McElroy and 
President Eisenhower regard as the 
greatest single shortcoming of the 
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present defense organization. The 
congressional concept of unification, 
reflected in existing law, is a con- 
federation of largely autonomous 
land, sea and air services, somewhat 
loosely coordinated at the top by 
the Defense Secretary and the Joint 
Chiefs of Staff. Each service now 
does its own planning, designs and 
develops its own weapons, trains its 
own men and, in general, prepares 
to fight a possible war according to 
its own concepts. 

In theory, all of this preparation 
is done within the general frame- 
work of an over-all strategic plan 
laid down by the Joint Chiefs of 
Staff. Actually, the Joint Chiefs, 
limited by law to a staff of 210 of- 
ficers, can do little more than pass 
on, and attempt to harmonize, de- 
tailed strategic plans sent up to 
them from the individual services. 

President Eisenhower, who has 
had a good deal of personal experi- 
ence in strategic planning, is con- 
vinced that this whole system is 
upside down. Instead of starting out 
with a military problem—the global 
defense of the free world from com- 
munist attack—and working down 
to the kind of forces and weapons 
needed to cope with it, our strategic 
planning begins with the existence 
of separate land, sea, air and am- 
phibious services, and tries to evolve 
a compromise under which each can 
contribute something—not necessar- 
ily the thing most urgently needed, 
but something anyway—to the over- 
all defense task. 

The Administration’s proposals 
for overhauling the defense machin- 
ery are not as drastic as some poli- 
ticians have depicted them. But 
neither are they as mild as Admin- 
istration leaders have sometimes im- 
plied in defending them against con- 
gressional attack. If all, or even a 
substantial part, of the requested 
legislation is approved, there will be 
a basic realignment of the U. S. 
military structure. 

Virtually all operational forces of 
all the Army, Navy, Air Force and 
Marine Corps would be removed en- 
tirely from the command jurisdic- 
tion of their respective military 
departments, and organized into 
combat teams. Depending on their 
assigned missions, these field forces 
would be unified land-sea-air com- 
mands, somewhat similar to the 
present Pacific and European Com- 


mands, or single service outfits, like 
the Strategic Air Command. In 
either case, they would be directly 
under the authority of the Secretary 
of Defense and the Joint Chiefs of 
Staff. 

The Chief of Naval Operations, 
who now has legal authority to with- 
draw naval forces from a unified 
command without notifying anyone, 
would no longer have that power, 
even theoretically. 

If enemy action were imminent, 
the alert would flash directly from 
the high command to the opera- 
tional forces in the field, instead of 
being routed through the military 
departments as at present. 

“This change is tremendously im- 
portant,” Secretary McElroy says. 
“In any future emergency, our 
warning time may be reduced to 15 
to 30 minutes. We cannot afford to 
have the chain of command mean- 
dering around.” 

Besides the over-all command of 
operational forces in the field, the 
Joint Chiefs of Staff would assume, 
in a much more realistic sense than 
now, the responsibility for basic 
strategic planning. They would in- 
itiate war plans, rather than review 
the piecemeal plans handed up from 
the individual services. 

To enable them to perform this 
larger role, the Administration has 
asked for several changes in law. 
One would repeal the present limit 
of 210 officers on the size of the 
Joint Staff which serves the Joint 
Chiefs. The Joint Staff would be ex- 
panded to about 400 officers and 
given an operations section. This 
would make it a general staff, of the 
same type that the Army and Air 
Force have had for decades. But 
nobody in the Pentagon uses the 
term ‘general staff’ since it is re- 
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Separation of the 





services is not 
threatened 


garded in Congress as an obscene 
expression, always described by the 
phase “Prussian type.” 

The Chiefs of Staff would also be 
empowered by law to delegate vir- 
tually all of their present functions 
as military heads of services to their 
Vice Chiefs. This would enable them 
to devote most of their time to the 

3 work of the Joint Chiefs. 

“ The Departments of the Army, 

: Navy and Air Force, relieved of 
most operational forces, would re- 
main in existence and would con- 
tinue to have major administrative 
responsibilities. Their job would be 
to support the operational forces by 
recruiting and training personnel, 
by developing, procuring and mov- 

F ing supplies, by providing essential 
services of transport, communica- 
tions, research and financial man- 
agement. 

The abrasive phrase that says the 
military departments are to be sep- 
arately administered would be de- 
leted, if the Administration gets its 
way. And the Defense Secretary 
would have explicit authority to 
“transfer, reassign, consolidate or 
abolish” functions to eliminate du- 
plication and to make for more ef- 
ficient operation. 

But the three departments would 
not be merged, nor would any one of 
them be reorganized into a hollow 
shell. The proposed law specifically 
forbids a merger, and it says that no 
change in a department’s functions 
can become effective without 30 
days notice to Congress—which 
could intervene to halt the gutting 
of any Department. 

Moreover, neither the President 
nor Secretary McElroy wants to do 
away with the military departments. 

“This operation is so big that it 
would be simply unmanageable 

without at least the degree of decen- 

tralization represented by the three 

military departments,” Secretary 

McElroy says. “If we did not de- 

centralize along service lines, we’d 

have to invent some other divisions. 
i And it is infinitely better to keep 
the going concerns we’ve already 
got.” 

In reply to a question, Mr. Mc- 
Elroy conceded that effective de- 
centralization of administrative 
functions is one of the prime organ- 


NATION’S BUSINESS: JUNE 1958 











“Rapid delivery and construction 
of our new Armco Building 
earned a 45-day time bonus” 


ACHINERY ( 





Armco Building owner Richard 
Popelka, Billings, Montana, 
says: “The saving of delivery 


Each Armco Building is built 
around a business. This is pos- 
sible because Armco Buildings 








and construction time with my 
Armco Steel Building (over 
other types of construction ) 
made possible the collection of 


rent fully 45 days ahead of 


are available in an almost un- 
limited combination of sizes, 
shapes and arrangements—from 
28 to over 100,000 sq. ft.—clear 
span widths up to 100 feet. 


| 
! 
I 
i; t 
i 
| 
i 


schedule. Besides, it gave the 


; ; First cost is virtually last cost 
lessee, Miller Machinery Com- y 


; in an Armco Building. 
pany, the opportunity to move 


in fast, make sales sooner.” There is nothing to warp. 
crack or burn. Surfaces, inside 
and out, are protected by a spe- 


cial zinc or aluminum coating. 


The pre-engineered parts of 
this Armco Building were deliv- 
ered to the site ready for rapid 
assembly. Precision-fitted parts 
went together quickly. No 
wasted material, 


Why not get the full story on 
this better way to build? Just 


no lost time. mail the coupon below. 


You can buy Armco Buildings on our Budget Payment Plan 


ARMCO STEEL BUILDINGS 


Armco Drainage & Metal Products, Inc. 
388 Curtis Street, Middletown, Ohio 


Send me information on buildings for the following use: 





Approximate size: Beer ee nee 





Name iiaiaeashanibannasinilis 
Compe s 


Street __ = oe =—— — an 











Next trip he'll travel by Pullman! A man wants to 
be fresh and alert when he makes important calls. That’s why he 
should save and renew his energy at every opportunity. Even 
while he’s traveling he can do this—if he gets a good night’s sleep 
on a Pullman! 


Travel by Pullman is peace of mind... freedom from ten- 
sions and fatigue...a refreshing change of pace. And, most 
important of all, it’s energy-building s/eep the whole night 
through, in a king-size bed! 


Pullman travel is the comfortable, carefree way to go almost 
anywhere. No weather worries or uncertain schedules... no 
highway hazards or traffic problems, Make “Travel by Pullman”’ 
a part of your energy conservation program. It’s a restful, 
healthful travel habit that pays dividends—to you, your family, 
and your firm! Try it on your very next trip. 


ARRIVE RESTED AND REFRESHED...BY 






Viime: 


Have a 
rent-a-car 

| 4) warting 

if you wish! 































DEFENSE NEED 


continued 





Delegation in 
government is 
unlike business 





izational needs of the whole military 
establishment, and that there is lit- 

tle in the present reorganizational 
plan which looks in that direction. 

On the contrary, some critics con- 
tend that the main effect of the re- 
organization proposals will be a 
greater centralization of power in 
the already swollen civilian bureauc- 
racy of the Defense Department. 

Secretary McElroy, who learned 
at Procter & Gamble the importance 
of deep delegation in a big organiza- 
tion, explained that “we haven’t got 
that far yet.” No executive can dele- 
gate authority intelligently and ef- 
fectively until it has been made ab- 
solutely clear that he possesses it. 

Besides, there are rather sharp 
limits to the amount of real dele- 
gation that Congress and the public 
will permit in any government ac- 
tivity. As long as the head of a 
department is held personally ac- 
countable to investigating commit- 
tees for any mistake made at a field 
installation 5,000 miles away; and 
as long as the taxpayers are willing 
to spend $10 in auditing and report- 
ing costs to avoid any possibility of 
a $1 fraud in local procurement, 
there will never be in any govern- | 
ment agency the philosophy of the E 
calculated risk which makes genuine’ | 
decentralization possible in a busi- 
ness organization. 

The power to transfer, consolidate 
and abolish functions would be 
meaningless unless the Defense Sec- 
retary also had authority to shift 
the money voted by Congress to 
perform those functions. At present, 
Congress votes appropriations di- 
rectly to the individual military de- 
partments for specific purposes. The 
Defense Secretary’s power to divert | 
funds from one agency or one pur- 
pose to another is extremely limited. 
If a sudden change in the interna- ; 
tional situation or in weapons tech- 
nology develops, he has no room to 
maneuver unless he goes back to 
Congress to get a new appropriation. 

Any businessman who doubts that 
this is a serious handicap, Mr. Mc- | 
Elroy said, “should picture for him- 
self what it would be like in a cor- 
poration if management didn’t have 
authority to shift from an unpromis- 
ing field of spending into a promis- 

(continued on page 56) 
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Puerto Rican worker performs a delicate every Puerto Rican is proud and enthusiastic - 
assembly task at the Weller Electric factory to be employed in factory work. Absenteeism * 
in Bayamon. Basic training was aided by the at the Weller plants in Puerto Rico averages 
use of slow motion films, which the staff vol- _ less than two per cent. The girl above is com- 
untarily attended in their spare time. Almost __ pleting the assembly of a soldering gun. 
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labor efficiency 
unusual cuarantee 


President of the Weller Electric Corporation credits the 


reliability of his precision products to the exceptional 


dexterity and enthusiasm of his Puerto Rican workers. 





‘ Weller Elec- 
tric Corpora- 
tion now has three 
separate opera- 
tions in Puerto 
Rico. 


them. they make 





Between 


MR. CARL WELLER, 


President : 
the famous precision products that 
you see in the photographs on the 
right—a soldering gun, a portable jig 
saw and an electric sander. 

Each one of these power tools is 
suaranteed for one year. This is an 
unusual guarantee in the power tool 
industry. The standard period is only 


ninety days. 


Weller profits in the 
first month 
Mr. Carl Weller, president of the 
Weller Electric Corporation, pays 
tribute to his Puerto Rican staff for 
helping to make his unusual guaran- 
tee possible. 

“Puerto Rican workers,” he says, 
“have proved beyond doubt that they 
can work to my precise specifications 
and to my timetable. They learn 
quickly and apply themselves enthu- 
siastically to any new task.” 

It is significant that Weller’s oper- 

ation in Puerto Rico started mak- 

ing a profit from the very first 

nonth that it was set up. 
Weller Electric established their first 
Puerto Rican factory in Bayamon in 
1950. It started with twe nty employ- 
ees. There are now three separate 
Weller plants in Puerto Rico—one for 
each product. These operations in- 
clude making the parts — electrical 
transformer winding. for instance— 
as well as final assembly. In the past 


eight years, the company has ex- 
pande d its payroll and the size of its 
plants by over four hundred per cent. 

The original Puerto Rican man- 
ager, José Rodriguez. is now Presi- 
dent of the expanded Bayamén fac- 
tory. Supervision and inspection, as 
well as labor, is reliably provided by 
Puerto Rican personnel. 


Enthusiastic co-operation 
Puerto Ricans are naturally proud 
that firms like the Weller Electric 
Corporation are now so firmly and 
profitably established in this ebul- 
lient Caribbean Commonwealth. 

It speaks volumes for the enthusi- 
astic co-operation that Puerto Rico 
offers to all new industries. The 
Puerto Rico Industrial Development 
Company (PRIDCO) stands ready to 
offer every possible assistance to man- 
ufacturers who are looking for suit- 
able plant sites or factory buildings. 

Free booklet 

for manufacturers 
There are many further reasons why 
Puerto Rico, as a plant site, offers at- 
tractive profit possibilities. Example: 
the government will offer one hun- 
dred per cent tax exemption for a 
period of ten years, to all genuinely 
new or expanding industrial opera- 
tions. For details, write for our free 
75-page booklet, “Facts for the Man- 
ufacturer.” 

To find out if your company can 
qualify for one hundred per cent tax 
exemption, write: Commonwealth of 
Puerto Rico, Economic Development 
Administration, Box NB-82. 666 
Fifth Avenue, New York 19, New 
York. or telephone CI 5-1200. 





MADE IN PUERTO RICO. This is 
the famous Weller soldering gun. Like 
all other Weller power tools that are 
made in Puerto Rico, these soldering 
guns are guaranteed for one full year. 





MADE IN PUERTO RICO. This 
Weller Sabre Saw is a remarkable ex- 
ample of Puerto Rican craftsmanship. 
It has no gears to wear out or parts to 
replace—and it never needs oiling. 





MADE IN PUERTO RICO. The en- 


tire production of Weller sanders is 


concentrated at the new Weller plant 
in Luquillo. This factory is not far 
from famous Luquillo Beach. 
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DEFENSE NEED 


continued 


Duplication can 
waste both money 
and manpower 


ing one except by some cumbersome 
method such as conducting a refer- 
endum among the shareholders.” 

President Eisenhower has served 
notice that he will present next 
year’s defense budget to Congress in 

a form that gives the Defense Sec- 
retary some modest flexibility in the 
use of appropriated funds. 

Secretary McElroy says he does 
not need or want a blank check. Au- 
thority to transfer 10 per cent of the 
military appropriations would be 
more than adequate. The actual 
amount of transferability sought 
next year may be only five per cent. 

One vital area in which Mr. Mc- 
Elroy wants greater control over 
funds and functions is the develop- 
ment of new weapons. He attaches 
tremendous importance to a pro- 
vision of the proposed legislation 
which would establish a new civilian 
office, ‘‘Director of Research and 
Engineering,’ immediately under 
the Defense Secretary and on a par 
with the secretaries of the three 
military departments. 

This executive—the Secretary 
hopes to draft a really top man from 
private life for the post—would have 
sweeping authority over all research 
and development programs in the 
Defense Department. He would be 
empowered to cut off unpromising 
efforts, to release promising ones for 
production, to eliminate duplication 
of effort or to order new work in a 
field where a lack has been, detected. 
Most of the actual development 
work would continue to be done by 
the three military departments, un- 
der his supervision, but the Director 
could set up projects under central 
Defense Department management if 
he saw fit. 

As a man who believes that ag- 
gressive, fast-moving research is es- 
sential to survival in the soap indus- 
try or in a global cold war, Mr. 
McElroy is satisfied that this one re- 
form would lead to a sharp reduc- 
tion in the lead times on new weap- 
ons and would save hundreds of mil- 
lions of dollars every year. 

“Tt’s not only the money,” he 
said. “‘Nearly half of America’s sci- 
entists and engineers are now work- 
ing on defense projects. We must be 
more economical of talent as well as 
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funds. We just haven’t enough high- 
ly capable men to afford wasting 
them on dead-end and duplicating 
efforts.” 

He agrees that there can be such 
a thing as constructive competition 
in weapons development. One ex- 
ample, often cited, is the Navy’s 
success in developing a superior 
solid fuel missile, the Polaris, while 
the Army and Air Force were con- 
centrating on cumbersome liquid 
fuel propellants. 

“But we can afford duplicated ef- 
fort only on a few vital projects,” 
Secretary McElroy says. “It takes a 
tremendous urgency to justify it. It 
just doesn’t make sense to spend 
money and manpower on_ such 
things as all three services conduct- 
ing basic research in communica- 
tions equipment.” 

Secretary McElroy recognizes 
that some long-overdue reforms in 
Pentagon machinery can be carried 
out without new legislation. He has 
already begun some of them. For ex- 
ample, he has issued orders calling 
for a radical reduction in the more 
than 200 interservice boards and 
committees which now clutter up the 
organizational structure and serve 
as roadblocks to executive decision 
at every level. His approach to this 
problem was characteristically di- 
rect: Any committee that cannot 
positively justify its continued ex- 
istence will be abolished automati- 
cally by July 1. 

He has also let it be known that 
he does not approve of eager beaver- 
ism among the Assistant Secretaries, 
whose ever-proliferating offices con- 
stitute the civilian superstructure 
of the Defense Department. In the 
past, some of these officials have 
been unable to suppress a desire to 
meddle in the most trivial decisions 
of subordinate military departments 
in an effort to achieve “uniformity 
of administration.’’ The absurd 
length to which this was sometimes 
carried is reflected in one edict from 
the Assistant Secretary of Defense 
for Property Management which in- 
structed military installations that 
“vegetative areas should be mowed 
at the maximum height consistent 
with current use.” In other words, 
“cut the grass when it gets too 
high.” 

In the long run, the most impor- 
tant single change in the way the 
Pentagon is managed is likely to be 
the indefinable but massive impact 
of Mr. McElroy’s own personality. 
The word is already seeping through 
the Pentagon that there is an ex- 
ecutive in the front office who is 
willing to make decisions, crisp, 
clear and fast. What he needs is 
freedom to manage. 

LouIs CASSELS 
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ordinary carbons 3 to 1! Cleanest copies ever. Yes, NU-KOTE copies 
stay clean, keep your hands clean. Comes in one weight and finish. 
Sharp, clear copies first to last. For any typewriter, for just about 
any copy job imaginable. Try it! 


FREE SAMPLE! 


For a free sample of NU-KOTE, just mail this coupon attached to 
your company letterhead. 


Burroughs Corporation, Burroughs Division NB 
Dealer Sales Dept., Detroit 32, Michigan 


Name 
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WAGE PUSH 
continued from page 30 


Wage inflation 
is continuing 
during recession 


Chamber of Commerce, says built-in 
cost increases merit a second look 
if we are serious about restoring 
sanity to wage negotiations. 

“Any company which puts itself 
on a rising cost limb may find that 
its competition (existing or new) is 
in an excellent position to saw off 
that limb,”’ he warns, pointing out 
the dangers of long-term contracts 
which commit a business to steadily 
rising costs in a dynamic economy 
such as ours that involves persistent 
change. 

Dr. Schmidt points out that sta- 
tistics on the size of predetermined 
wage increases and the number of 
workers covered do not take into ac- 
count fringe benefits, the spill-over 
effect of the long-term contracts on 
other employes and other industries, 
and their effects on the general bar- 
gaining climate which prearranged 
contracts help to generate. 

T. O. Yntema, an economist and 
vice president-finance of Ford Mo- 
tor Company, told the Joint Eco- 
nomic Committee of Congress that, 
since 1955, we have had “a_ per- 
sistent cost-push inflation brought 
about by the monopoly power of the 
unions.” 

Because of this power, wage in- 
flation apparently is going to con- 
tinue even during this recession as 
well as after recovery when, he says, 
“The monopoly power of unions will 
certainly drive up wages faster than 
productivity and will cause prices 
to rise.” 

The net effect of this power, in 
Mr. Yntema’s opinion, is to keep us 
from acting as boldly and as freely 
on the monetary and fiscal front as 
we would like because organized 
labor will seize every opportunity to 
drive up wages and, hence, prices. 

“The No. 1 economic problem of 
this country is wage inflation, rooted 
in the excessive monopoly power of 
unions,” he believes. “If it were not 
for the present threat of wage in- 
flation, we would act boldly and 
safely to end this recession and get 
back to prosperity in short order.” 

The scope of the problem is un- 
derscored by the predicament of the 
steel, aluminum and railroad indus- 
tries and pleas from economic ex- 
perts that the increased steel wage 
costs due July 1 be deferred. 
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Consider the plight of the alumin- 
ium industry, which had to cut the 
price of aluminum by two cents a 
pound to meet foreign competition, 
but will have to meet higher wage 
costs on Aug. 1 similar to those in 
steel. 

In a similar situation are the 
railroad companies that have cut 
salaries on nonunion personnel 10 
per cent but will have to increase 
wages of union employes seven cents 
an hour as well as make adjustments 
for the rise in the cost of living. 

For the last year of the three-year 
steel agreements, the industry—al- 
though operating at less than 50 per 
cent of capacity and consequently 
with lower productivity and higher 
unit costs—is committed to granting 
a general wage increase and other 
improvements that will raise labor 
costs about 20 cents an hour. 

In addition to base rate increases 
averaging about nine cents and a 
likely three cent cost-of-living rise, 
increases are also due in Sunday 
and holiday premium pay, paid va- 
cation allowances and shift differ- 
entials. 

These increases will add costs in 
steel which will freeze if not increase 
the cost of automobiles and many 
other goods made with steel, says 
economist J. A. Livingston, who 
wrote in his syndicated column, 
“The Business Outlook:” 

“It’s a bad deal for the union, the 
steel industry, and you and me. It 
ought not to go through, unmodi- 
fied.”’ 

More significant is the hold-the- 
line suggestion of Harold J. Rutten- 
berg, former research director and 
economic adviser of the United 
Steelworkers, which holds the major 
steel wage contracts. 

Mr. Ruttenberg, now a customer 
of the steel industry as president of 
Stardrill Keystone Company, be- 
lieves a one-year freeze on wages 
and two-year freeze on prices, with 
a one-year extension of the contract 
to July 1, 1960, is essential “to pull 
the steel industry out of the reces- 
sion into which it has receded.” 

He says the present steel wage 
formula of automatic increases and 
cost-of-living adjustments should be 
scrapped and joint negotiations be- 
gun to develop a new formula for 
the next contract under which in- 
creases would be granted as produc- 
tivity rises. 

In letters to USw President David 
J. McDonald and Roger M. Blough, 
chairman of United States Steel 
Corporation, Mr. Ruttenberg said 
that they have “a responsibility to 
change fixed policies with changing 
times and not inflict on our country 
a wage program that was formulated 
in 1956 and will throw more people 
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There were dragons in the file room 
(Or so it seemed before Airkem) 


Poor ventilation made our file room as 
stuffy as a dragon’s den—and just as 
forbidding. To get a girl to do a long 
filing job was a major project. When 
our lawyers insisted on having copies 
of some old correspondence, our filing 
section threatened to rebel. 


But my secretary, Mary, had the an- 
swer. She borrowed our receptionist’s 
Airkem Osmefan and set it up in the 
file room. In no time at all, the Osmefan 
and Airkem odor counteractant had 
removed the last trace of stale air. Our 
file girls delivered the material on 
schedule. 


After that experience, the file room 
got its own Airkem units. Now the air 
is as free of dragon’s breath as a moun- 
tain top. As a matter of fact, we now 
have Airkem throughout the building. 
The sales floor, dining room and ladies’ 
lounge have a clean, bright smell, and 
the office and conference room air has 
a new freshened effect. There 
isn’t a trace of dragon’s 





Sanitation’s Silent Sentinel 


Name 


breath, stale smoke or that wet wool 
smell during bad weather. 


If you have a problem keeping your 
premises smelling fresh and clean, it’s 
time you called your Airkem repre- 
sentative. He specializes in making the 
indoor air pleasant, easy-to-work in 
and clean-smelling. Countless firms use 
Airkem in both air conditioned and 
non-air conditioned areas such as 
board rooms, offices, file rooms, eating 
places, sales floors and restrooms. Other 
Airkem products will help protect your 
personnel from-disease while keeping 
your business area clean and bright. 


Airkem products are distributed 
through an international sales organi- 
zation. Several exclusive distributor- 
ships are still open to men who have a 
successful business background. If you 
would like to have a profitable, full- 
time business of your own, in an ex- 
clusive territory, write for information. 


SS LL SS A A A A A A A A A A Nt ee ce 

AIRKEM, INC. 

241 East 44th Street, New York 17, N.Y. 

[] Please send me information on Airkem 
Services 

() Send me details on an Airkem distributorship 
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a gift 
that builds 
business! 


The new Scripto VU-LIGHTER is the 
perfect prestige gift for your cus- 
tomers and prospects. Lightweight; 
beautifully trimmed in chrome. Your 
choice of colors. So inexpensive— 
especially in quantities of 25 or 
| more. Unconditionally guaranteed! 


— 
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i YOUR TRADEMARK, or a miniature 
of your product, will be inserted in the 
be transparent VU-LIGHTER fuel reservoir. 


WINDGUARD 


VULIGHTER 


name of-your local distributor write: 
Company, a Division ot Goegale. inc. 
_ Box. 4996, Atlanta, Georgia 











WAGE PUSH continued 


Some unions are cooperating to cut 


costs and improve production methods 


out of jobs this year unless it is 
altered as suggested.” 

Industry figures illustrate how far 
productivity—or output per man- 
hour—has lagged behind the rise in 
steel wages. From 1939 to 1957, 
steel productivity increased 61.3 per 
cent while average hourly earnings 
rose 217.9 per cent. When the cost 
of pensions and other benefits are 
included, the wage rise was 233.7 
per cent. National productivity rose 
about 24 per cent. 

In 1956, productivity rose less 
than one per cent. Last year it ac- 
tually dropped 1.4 per cent, accord- 
ing to preliminary figures. No ap- 
preciable rise is expected this year 
because of reduced production and 
fixed overhead which add to unit 
hours. 

The industry points out that it 
suffered a five-week strike in 1956, 
and five costly strikes since World 
War II, in an effort to hold the line 
against the union’s inflationary 
wage demands. In each instance it 
has been under pressure of the gov- 
ernment, steel users and the public 
to come to terms with the union. 

Mr. McDonald has publicly re- 
jected any suggestion that the union 
forego the July 1 increases as a con- 
tribution to economic recovery and 
increasing employment opportuni- 
ties in steel. The United Steelwork- 
ers claim some 250,000 members are 
unemployed and another 350,000 
are working short weeks. 

The usw president said the union 
regards its labor contract a “sacred 
thing,” and that to consider it as 
anything less than that would “re- 
sult in the worst kind of labor-man- 
agement relations.” 

This is contrary to labor’s views 
as expressed by Walter P. Reuther, 
chairman of the AFL-c1o Economic 
Policy Committee, after his UAW 
signed five-year contracts with ma- 
jor automobile producers in 1950, a 
few weeks before Korea sparked a 
rise in wages and prices. 

In pressuring automobile manage- 
ment to reopen the contracts, which 
it did in 1953, Mr. Reuther warned 
that unless management viewed a 
labor contract as a “living docu- 
ment” that is flexible enough to 
meet unforeseen developments, the 
union would never agree to another 
long-term contract. 

Some union leaders and unions 
accept the principle that this is no 


time for higher wages. On the eve 
of the AFL-CIO convention last De- 
cember, Richard J. Gray, president 
of the AFL-C10 Building Trades De- 
partment, proposed a_ voluntary 
moratorium on wage increases in the 
construction industry during 1958. 

The International Woodworkers 
of America, faced with heavy unem- 
ployment in the northwest lumber 
industry, last month voluntarily 
dropped demands for a 25-cent hour- 
ly wage increase and offered to ex- 
tend the present contract. 

But over-all AFL-CIO policy, 
adopted by the convention, is that 
the economic slump makes it “‘dou- 
bly imperative” that workers get 
sizable wage increases to bolster 
consumer buying power and stimu- 
late an upturn. 

“Any easing of union negotiated 
wage gains would be a serious blow 
to attempts to restore and maintain 
a healthy expanding economy,” says 
the AFL-CIO convention resolution 
on bargaining goals. 

The AFL-CIO research director, 
Stanley H. Ruttenberg, does not 
subscribe at all to the views of his 
older brother, Harold, that now is 


Built-in wage 
boosts coming up 


Cents per hour 


July .... Basic steel 9 
Copper mining 8 

Aug. .... Aluminum 9 

Sept. .. Electrical q 
Meat Packing 7, 


Oct. .... Can Manufacturing 7 
East Coast docks 7 


Nov. .... Railroads < 
Feb. .... Trucking a 
Apr. .... Aircraft 7 


NOTE: Long-term contracts with de- 
ferred wage increases expire this year 
in automobile, flat glass, canning and 
farm equipment industries. 

Above figures do not include cost 
of fringe benefits or cost-of-living 
adjustments which sometimes come 
to as much as the hourly pay in- 
creases. 
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the time to hold the line on wages 
and prices. 

The Collective Bargaining Re- 
port, issued monthly by the AFL-C1O 
Department of Research, which 
Stanley Ruttenberg heads, gives ad- 
vice like this to union negotiators in 
the March issue devoted to the sig- 
nificance of a company’s financial 
position in collective bargaining: 

“From a broad economic stand- 
point, larger rather than smaller 
wage raises are needed during an 
economic recession... . 

“Even if the employer’s business 
has been significantly affected, has 
the business slump been so severe as 
to threaten his continued existence? 
If the stump merely means a down- 
turn in the usual rate of profit, un- 
ions do not consider it as warrant- 
ing limitation on otherwise justified 
wage increases. .. . 

“A downturn in past months does 
not of course limit a company’s abil- 
ity to pay higher wages in future 
months of improved business... . 

“Is the company’s problem really 
a wage problem, or does it require 
action on some nonwage matters in- 
stead?” 

Some companies are finding it 
easier in these times to get union co- 
operation in eliminating waste and 
wasteful practices and reducing non- 
wage costs in other ways. 

Two examples are in the alumi- 
num industry. As many as 12 un- 
ions in Reynolds Metals Company 
plants are cooperating on joint com- 
mittees to help cut costs, improve 
sales and make jobs more secure. 
The committees are also searching 
for new product ideas and better 
production methods and ways to 
eliminate waste and dead time. 

More dramatic is what happened 
at the Bristol, Pa., plant of Kaiser 
Metals Products Inc., where the 
company inherited the contract of 
UAW Local 130 when it bought the 
business. 

The contract included a number 
of costly features not common in 
other contracts, such as company- 
wide seniority that involved mul- 
tiple changes of jobs on layoffs and 
pay for the time employes spent on 
union activities. The company had 
tried unsuccessfully to eliminate 
some of them. 

When a third year of severe losses 
was in prospect for 1958 despite 
stringent economy measures, the 
board of directors decreed that the 
company had to get in the black or 
close out the business. 

The management notified the un- 
ion that, unless the contract was 
modified in certain respects to con- 
form to the contracts in similar in- 
dustries in the Philadelphia area, it 
would have to begin phasing out the 
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Now you can save up to 24° 
every time you make copies 


we YOUR SECRETARY uses an 

otfice copier—a Kodak Verifax 
Copier or any other—you trim costs 
by eliminating retyping and proof- 
reading. But how much you save will 
often depend on the location of the 
copier. ; 

If secretaries have to travel out of 
their departments to get copies—if 
they’re away only 5 to 10 minutes 
each time—you’re paying from 12¢ 
to 24¢ extra for your copies. (Have 
your own methods men check.) In 
other words, the nearer the copier, the 
more you save. 


Kodak’s Answer 


Realizing the need to cut “travel” 
costs and thereby cut copying costs, 
Eastman Kodak Company has de- 
signed a new Verifax Copier—the 
Bantam. And has priced it at $99.50 
so that youcan now make oflice copiers 
immediately available to everyone... 
like typewriters and telephones. 


You Quickly Save 
Cost of each Bantam 


Putting these capable copiers in every 
department of your business will prove 
the soundest of investments. Your 
savings in “travel time” alone will 
no doubt cover each Bantam’s cost in 
a month or two. No one need take 
more than a few steps to get quick 
copies of orders, letters, reports—any 
of the myriad items handled daily in 
all departments. Nothing will so speed 
communications and cut copying costs 
throughout your company! And the 
Bantam—despite its unheard of low 
price—is a true Verifax Copier—gives 


343 State Street, Rochester 4, N.Y. 


Name 


eevee eeeeeeeeeeeeee MAIL COUPON TODAY 
EASTMAN KODAK COMPANY, Business Photo Methods Division 


Gentlemen: Please send folder describing Verifax Bantam Copier 
and savings it makes possible. Also names of nearby dealers. 


Position 





New Verifax Bantam Copier—only $99.50— 
makes 5dry, lasting copies in 1 minute for 2*¢ each 


you all the advantages of Kodak’s 
unique Verifax copying method. 


See the $99.50 Bantam in Action 


Mail coupon . . . or have your local 
Verifax dealer stop by and show you 
how capable the new Bantam really 
is. You'll find him listed in “‘Yellow 
Pages” under duplicating or photo- 
copying machines. 
(Price shown is manufacturer's suggested 
price and is subject to change without rotice.) 


[erifax Copying 


DOES MORE... COSTS LESS... 
MISSES NOTHING 
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Put 
efficiency 
at your 


(MORRIS SAFE-T-SET 


Smoothest writing pen and 
ink set. Can’t leak or spill. 
Holds 2 full oz., easy to fill. 3) 






















MORRIS MEMO HOLDERS 


Keeps memos neat and 
handy. or without ball 
point pen attached. 





MORRISHARP ELECTRIC 
PENCIL SHARPENER 
Starts automatically. Stops cutti 
when acre is perfectly cnocpetiens? 


ss 





MORRIS PHONE REST 
Frees both hands. Easily 
attached and adjusted. Fits al! 
phones — either errs o> 





nila 


MORRIS TRAYS — 

LETTER & LEGAL 

Rear suspension gives easy 
access. Stack to any 

desired height. % 


pce 








Ask your stationer for these 
MODERN DESK TOP ACCESSORIES 


Dept. F, 8651 WEST THIRD STREET, LOS ANGELES 48, CALIF. | 


WRITE FOR FREE CATALOG. Write today for the Bert. M. Morris Co. 1958 
catalog of modern desk top equipment. You will find it a big help in your 
office planning. 
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WAGE PUSH continued 


business. This it did after the union 
rejected the idea. About 50 of the 
1,200 employes were laid off as the 
first step. 

After a new Industrial Develop- 
ment Corporation, formed by civic 
leaders in Bucks County, arranged 
a number of meetings, the union 
membership—convinced that the 
company was not bluffing—almost 
unanimously approved a revised 
contract. 

By eliminating some of the con- 
tract frills, a spokesman said, the 
company expects to save about 
$500,000 this year. With further 
operating economies under consider- 
ation, it is expected to wipe out the 
projected loss. 

The major contract changes: 


> Reduced extra pay for work on 
night shifts. 


> Eliminated pay for time employes 
spend on union business and griev- 
ances. 

> Streamlined the grievance proce- 
dure and reduced the number of un- 
ion stewards and committees. 


> Allowed the company to assign 
employes to temporary work outside 
of their regular classification with 
the right to combine, change or 
eliminate duties. 

> Improved the seniority system by 
restricting movement of employes 
from job to job. 

> Eliminated excessive incentive 
bonuses. END 





UPTURN WILL COME 


continued from page 33 


economy growing and to prevent 
large-scale unemployment. When it 
became evident that business activ- 
ity was decreasing and the inflation- 
ary pressures were receding, the 
Administration began to take steps 
to check the downward trend. 

1. In November the Federal Re- 
serve Board reversed its credit pol- 
icy. abandoning the policy of active 
credit restraint. The discount rate 
was lowered in four stages from 314 
per cent to 134 per cent, reserve re- 
quirements were lowered in several 
successive stages, and the negative 
free reserves of the commercial 
banks were converted into positive 
free reserves—in contrast to the sit- 
uation in 1956-57. Their excess re- 
serves exceeded their borrowings at 
the Federal Reserve banks. The 
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availability of bank credit was, there- 
fore, materially increased. Money 
rates, notably open market short- 
term rates, dropped sharply, and the 
prime rate charged by commercial 
banks to their largest customers was 
reduced from 414 to 3% per cent. 

2. The government increased to- 
tal defense expenditures and accel- 
erated placement of contracts for 
military goods and construction. 

3. Legislation was passed to stim- 
ulate home and highway construc- 
tion. The no-down-payment mort- 
gage for veterans was reestablished 
and rates of interest on government- 
insured and guaranteed mortgages 
were increased to attract more pri- 
vate funds into housing. The Federal 
National Mortgage Association re- 
duced the fees charged lenders from 
whom it buys mortgages, and its 
authority to buy mortgages was sub- 
stantially increased. Appropriations 
for military housing and slum clear- 
ance were also raised. A new $1.8 
billion highway construction bill 
was passed by the Congress and 
signed by the President. 

These measures and others that 
will be taken in the future are cer- 
tain, after some time lag, to have an 
impact on the economy. For ex- 
ample, Congress is considering a bill 
to increase unemployment insur- 
ance benefits. Whether or not the 
Congress will reduce taxes on indi- 
vidual and corporate income is as 
yet uncertain. 

There is considerable controversy, 
both in and out of government, as 
to whether it would be more desir- 
able to reduce taxes now or to put 
more emphasis on public works. 

An across-the-board tax reduction 
is likely to be more helpful in com- 
bating the recession than large-scale 
public works. Lowering of taxes 
would have an immediate effect in 
expanding disposable personal in- 
come of all taxpayers. It would also 
have a favorable psychological ef- 
fect which would be felt promptly 
throughout the economy. 

It should be borne in mind that, 
at least to some extent, the recession 
is aggravated by the pessimistic at- 
titude of many people. In contrast, 
the effects of a public works program 
on the economy are slow and are 
felt primarily locally. Moreover. 
highway construction creates only 
a limited demand for labor and ma- 
terials. 


The outlook: 


With this background in mind it 
is possible to consider the outlook 
for business for the remainder of the 
year. 

In all probability the decline in 
business will bottom out during this 
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WHAT TO DO NOW 
TO BE MONEY AHEAD 
WHEN RECESSION ENDS 
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KIPLINGER'S 
NEW BOOK 


(bookstore price $1.95) 
with 13 weeks of 


THE KIPLINGER LETTER 


(both together for only $4. Full 
value $7.95. You save $3.95) 


Selling everywhere 
at $1.95 


You may never again in your lifetime have such a golden opportunity to 
advance your personal and business interests ... come out of today’s 
recession better off than you went in. Here’s how to do it. Just mail 
coupon on special offer below for your FREE copy of this $1.95 book:* 


BOOM AND INFLATION AHEAD 


By W. M. Kiplinger, author of the famous Kiplinger Washington Letters 


Ricut now while things look dark... while conditions threaten to get worse before 
they get better . . . why does Kiplinger talk boom? Because history is about to repeat 
itself. Back in 1935 when the outlook was even darker. he wrote Inflation Ahead, What 
to Do About It. Those who followed his advice are well off today. Many made fortunes. 
Now he looks ahead to the biggest boom yet... tells why. when and how it will come 
... Shows how it will affect your job, income, savings, investments, business, retire- 
ment... what to do NOW to cash in on it. 


YOUR COPY OF THIS FREE BOOK gives you a clearly marked roadmap to boom 
years just ahead so you know what to expect. 


THEN, EVERY MONDAY MORNING, Kiplinger's 4-page Letter shows you how to ride 
safely through the recession and be in on the pay-off when the boom arrives. 


No matter what other business reading you may do, it will pay you to take advantage 
of this generous offer because — 


FIRST To succeed, to stay successful—especially in these tough times—vou must look 
beyond today .. . anticipate changes that will affect your job, your business, your per- 
sonal earnings .. . make plans now that succeed later. The Kiplinger Letter supplies the 
key information you need—business trends, new legislation, labor, taxes, prices, new prod- 
ucts—any Significant new development. Facts you can srust. Nothing else does it better. 


SECOND You're busy. Want to know what's what without a lot of useless trimmings 
....the real meaning of events...how they concern you...how you can USE. the 
knowledge to promote your interests. In a weekly 15-minute briefing The Kiplinger Letter 
gives you a brand of money-making, money-saving guidance you can get nowhere else. 


THIRD Consider this amazing fact: 8 owt of 10 Kiplinger clients renew vear after year 
. many every year for 35 years! Loyalty like that must be deserved. Where else do you 
find such unprecedented proof of value received? 


Now is a most opportune time to begin using The Kiplinger Letter. Once you see how 
it helps you smooth out the “bumps” in the road ahead . . . how it charts your profitable 
course as the boom develops ... we believe youll want to become a regular subscriber. 
So, if you want to be money ahead when the recession ends, mail the coupon today for 
our unusual Trial Offer: only $4 for 13 weeks of The Kiplinger Letter (Reg. $6) PLUS 
Kiplinger's new $1.95 book FREE (you save $3.95). Pay now or later as you choose. 
*Open to new subscribers only. 





I THE KIPLINGER WASHINGTON LETTER 1 
Room 151, 1729 H Street, N. W., Washington 6, D. C. 
t Send me FREE a copy of Kiplinger's new $1.95 book and begin my 13-week Trial Subscrip- \ 
I tion to THE KIPLINGER LETTER next Monday morning at the special trial rate of only i 
| $4 (Reg. $6). 
Check enclosed for $4.00 -] Bill me } 
l ! 
I es ais a a | 
i ee a a ee ee ae 
| oy _—— ae ____Zone spesain State ; 
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| UPTURN WILL COME 


continued 













eh ited, | 
PACIFIC 
RAILROAD 


Its OUR business Fiscal deficits 
to help YOUR ; could stimulate 


business inflation fears 








summer. This will be brought about l 
| mainly by accelerated defense ex- 
| penditures and increased construc- 
tion, stimulated by the recent legis- 
lation and by seasonal factors which 
usually play an important part in 
the spring. 

In a few months the liquidation 
of business inventories should have 
been largely completed. In general, 
the nondurable goods industries 
such as food, drugs and apparel 
should do relatively well. The du- 
rable goods industries, notably auto- 
mobiles and _ producers’ capital 
goods, are, however, not likely to 
witness a quick revival. 

During the summer, unemploy- 
ment may be expected to remain 
heavy and the propensity to save 
and to repay debt to continue. 

The end of the decline in business 
activity will not mean that the econ- 








We realize that any concern seriously considering peed eat ‘epee resume its up- : 
Paes ; ee mr ward trend. i 
building, or otherwise acquiring an additional plant During the summer, business ac- 
in a new area, has in mind certain definite require- tivity, affected by vacations, is usu- 
ally in the doldrums. Moreover, 
ments. there will be no new factors in the 
private sector of the economy to 
We have up-to-date factual information on available stimulate business. 
; ' P é Toward the end of the year, how- 
sites in the western states which we serve. In short, ever, some improvement may be an- 
eae ina ; : ticipated. 
we’re in position to help you decide on a new loca i deat-thee he aucun of v- 
tion if you will advise us as to your requirements. stocking business inventories, in- 
cluding durable consumer goods, 
will have set in. By that time also, 





Contact us direct, if you wish, or get in touch with bale ie ages slp Mel te 


your nearest Union Pacific representative. the government will be fully felt. 
Housing starts should be larger than 
a year ago; public works, notably 
road building, will increase materi- i 


/ ally. { 
f The chances are that the demand 
frw cain for durable consumer goods will also 

- | improve. | 


However, no sharp upturn in busi- 
ness, such as that witnessed during } 
1950 and 1955, may be expected in 
the months ahead. Capital expendi- 
tures by corporations are not likely 


-. | to increase in 1959. 
On the contrary, such expendi- 
INDUSTRIAL DEVELOPMENT DEPARTMENT | tures will probably be even lower 


| than in 1958. 
UNION PACIFIC RAILROAD | Furthermore, even though the 
OMAHA 2, NEBRASKA supply of mortgage money will in- 
crease and veterans will again be 
able to buy homes without down 


—— Map shows the vast western 
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payments, a home building boom of 
the magnitude of those witnessed in 
1950 and 1955 is not likely. Family 
formations in 1959 will still be rela- 
tively small and, more important, 
the rise in the cost of housing has 
outstripped that of family income. 
Many families today are not in a po- 
sition to pay the price of new homes. 
It is also not likely that the demand 
for durable consumer goods will be 
as great as in 1955. Finally, in con- 
trast to 1955-57, exports are not ex- 
pected to show any expansion in 
the near future. 

Large-scale intervention by the 
government, which might create a 
deficit of $10 billion or more for the 
fiscal year 1958-59, could revive the 
fear of inflation. A deficit of this 
size would have to be financed large- 
ly through sales of Treasury obliga- 
tions to the commercial banks, 
which would increase the money 
supply. 

Such an inflationary development 
could have a sharp impact on the 
equity market as well as on the 
psychology of consumers and cor- 
porate management. Both would try 
to hedge against inflation by an- 
ticipatory buying, which would in- 
crease sales and production. Thus, 
large-scale government deficit fi- 
nancing could have only a tempo- 
rarily favorable effect on business 
and would further aggravate the 
maladjustments that have crept into 
the economy. 

It would renew the spiral of wages 
and prices and lay the foundation for 
a much sharper recession later on. 

Under present conditions, there- 
fore, massive intervention by the 
government is not only not neces- 
sary but undesirable. 

The economy as a whole is sound. 
The population is increasing at the 
rate of 3 million a year and, despite 
the decline in business activity and 
the rather sharp rise in unemploy- 
ment, nearly 63 million people are 
still employed in civilian occupa- 
tions. 

Disposable personal income has 
remained high and the economic se- 
curity of the people is substantial. 

After a 10-year boom, interrupted 
by only two short breathing spells, 
a recession of some proportions was 
to be expected. Although the econ- 
omy during 1958-59 may be operat- 
ing somewhat below the 1956-57 
level and unemployment may be 
larger than in any other postwar 
period, the longer-range outlook is 
as bright as ever. 

After a period of perhaps 12 to 18 
months, during which the economy 
will readjust itself, the upward 
trend will be resumed and business 
activity will reach higher levels than 
ever before. END 
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When your mail scale underweighs, your letter 
arrives “Postage Due” (and usually late), and your 
addressee, who may be a valued customer, has to pay 
3¢. Nobody—but nobody—likes that! 

Why lose respect and good will? Why not replace 
your old-fashioned scale with a precision Pitney-Bowes 
Mailing Scale? 





TRY THE SILVER DOLLAR TEST! 
A silver dollar weighs 15/16 ounce. If 
your scale reads an even ounce or more, 
you are too often overpaying and wasting 
postage (as much as $100 a year on 12 
letters a day!) If it reads markedly /ess 
than an ounce, you are underpaying post- 
age, and hurting yourself, as shown above. 











Pitney-Bowes offers a complete line of six mailing 
scales for every office, even the smallest. Included is 
a shipping room scale for parcel post up to 70 Ibs. 
Ask your nearest PB office for a demonstration—or 
send the coupon for free illustrated booklet. 


FREE: Handy desk or wall chart of Postal Rates, 
with parcel post map and zone finder. 


pPITNEY-BowES Mailing Scales 


Made by the originator of the postage meter 


e-- Offices in cities in «>. ANG anada. 
f , PITNEY- Bowes, INC. 


1396 Walnut St., Stamford, Conn. ! 


Model 4900 for the small 
Office has convenient 








| Send free booklet CQ postal rate chart 1) | 








;, postage 
~~ ‘.~4 computer. I Name 
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HOW TO UNDO 
A MISTAKE 








They happen to all businessmen, but you don’t 


need to be caught short. This plan can help 


EVERY EXECUTIVE IS SURE to face the problem of 
changing his course or undoing a mistake from time 
to time. Yet no other recurring business situation gets 
so little attention or planning. 

The modern study of advanced management tech- 
niques has put all the emphasis on good decision- 
making. That’s as it should be, of course. 

But no matter how carefully plans are made, no 
matter how fine the decisive judgment, a certain per- 
centage of the new directions any business takes will 
prove to be dead-end streets. Sometimes even the 
soundest decision becomes a boomerang because of a 
totally unexpected sequence of events. 

One well managed corporation has been shaken to 
its foundation recently because several major plans 
suddenly went wrong. In each case, no fault could be 
found with the project, but several haphazard factors 
—a key man’s heart attack, a major research dis- 
covery by a competitor, a temporary dip in sales vol- 
ume—combined to plunge this company into serious 
trouble. 

“T think our worst enemy was too much good for- 
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Look out for dead ends 
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tune over the past 10 years,”’ one of the firm’s officers 
said. “The problems that fell on us suddenly were not 
really so enormous. But we had been advancing for so 
long, we didn’t know how to retreat. Since you can’t 
have a two-platoon system in business as you do in 
football, I wish we had kept practicing our defensive 
plays all along, instead of having to learn on the run.” 

A pattern for undoing error should be a regular 
part of every businessman’s thinking, something he 
keeps stored in the back of his mind for occasional 
use. Although details will vary with the nature of the 
error, the course of necessary action will fall naturally 
into three phases: 


> Laying the groundwork for change. 
> Timing the change. 
> Handling the unforeseen error. 


There’s nothing defeatist about having such a plan 
—any more than skill in handling customer com- 
plaints is a sign of pessimism. There are two major 
reasons for having a standby program for use when a 
decision must be changed, and neither represents nega- 
tive thinking: 


1. The moment when a mistake is realized is almost 
always a time of pressure. The greater the error, the 
more acute the crisis. Sudden hunches are always sus- 
pect, and particularly so when an alarm bell has 
sounded. It’s safer to know in advance what to do in 
case of fire. 


2. Knowing that a move can be reversed, being fa- 
miliar with the point of no return and the toll that a 
change of course would exact, actually promotes ag- 
gressiveness. It is the subconscious feeling that deci- 
sions are almost irreversible that tends to shackle the 
decision-making process and to encourage undue 
timidity. 


Laying the groundwork 


The best medicine is preventive medicine. No one 
challenges the importance of preventing business re- 
versals just as often as possible. The rules of good 
decision-making, which stress the careful evaluation 
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of facts and the logical progression to an unemotional 
decision, are invaluable to the executive. 

Moreover, almost every manager can remind himself 
oftener that tomorrow’s decisions should not be based 
on today’s conditions alone. A new plant is started, a 
trainee is hired, a new product is planned. By the 
time each one is ready to become effective, the situa- 
tion may be entirely different. That is the basis for 
decision, not the status quo. 

But because this preventive therapy is not infallible, 
a second best medicine should be kept in the business 
leader’s top right-hand drawer. This is the kind that 
dilutes the effect of an ill even when it cannot prevent 
it entirely. 


This means making decisions that foresee the possi- 


bility of error or of changed circumstances. It means 
preparing for a possible change of course without ob- 
scuring the main goal. 

A trader in wheat, securities or foreign exchange 
regularly uses the technique of hedging to keep pos- 
sible losses from becoming disastrous. True, his profit 
opportunities often are reduced. But he can live with 
this as a kind of insurance premium that prevents any 
single error from wiping him out. 

The hedging technique can be carried over into more 
common business situations but its use is generally un- 
conscious and far too infrequent. 

A leading paper products company recently ap- 
pointed a topflight man as assistant to an executive 
whose health is questionable. 

This is hedging: paying more than the job demands 
today as insurance that a good substitute will be on 
hand in case of emergency. 

If a manufacturer refuses to accept advance orders 
for more than 95 per cent of what he thinks will be his 
maximum capacity, he is—in a sense—hedging against 
the possibility of accidents or other slowups. His profit 
may be less than its full potential, but he is assured 
of keeping his commitments. Or he may be willing to 
gamble the extra five per cent in order to reserve it 
for some new business opportunity that has not yet 
crystallized. 

Techniques such as these are applicable to many of 
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our everyday business decisions. They bridge the gap 
between the ideal decision and the regrettable one. 

Here is a procedure that will actually improve the 
quality of your company’s decisions while providing 
insurance against reversals. 

Suggest that each of your executives go over these 
checkpoints as a regular part of his decision-making 
routine: 


> What can go wrong with this plan? 
> How serious would each of these occurrences be? 


> What can be done to lessen the possible impact of 
each one? 


> Is the cost or disadvantage of providing these hedges 
compensated by the benefits they can give? 


To take a practical example of this procedure in 
operation, let’s look at a decision that represents no 
major policy change or great capital investment. What 
could be more prosaic than the installation of new 
fluorescent light fixtures? This, we’ll suppose, is to be 
done during summer vacation when the company will 
be on partial schedule and inconvenience will be at a 
minimum. But asking himself what could go wrong, 
the office manager faces the possibility that the pro- 
posed new fixtures, which are spaced differently from 
the existing ones and intended to provide more light, 
may be opposed by some of his employes when they 
are in actual use. 

This would be reasonably serious because it could 
be remedied only by expensive changes. What can be 
done as a hedge? 

There are two possibilities: Only part of the office 
might be converted during vacation and if that proved 
successful, the rest could be done. Or, the new fixtures 
could be installed in one small test area right now; if 
they are well accepted, the whole job could be finished 
during vacation. 

The first hedge is more bother than it’s worth. With 
a large part of the work done, a change of plan would 
be difficult, and in any event, much of the job would 
be left for later when work would be disrupted. The 
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HOW TO UNDO A MISTAKE continued 


second idea is relatively simple and represents, not 
just caution, but a sound method of making the 
change. 


Timing the change 


Perhaps the most delicate question to be faced is: 
How do you know when it’s time to reverse a decision? 

There is a real danger in jumping too nimbly to the 
conclusion that a plan is going wrong. Many projects 
need just a little more push to go over the top. Aban- 
doning attempts too soon is often a mark of timidity. 

But there are many more times when the opposite 
mistake is made. A failing program is allowed to go on 
and on—sometimes even to the point of no return. 

The judgment to distinguish between these two, the 
sense of timing that dictates when to press the brake 
pedal—that is a special product of talent and expe- 
rience that cannot be reduced to a rule. 

Judgment can be aided, however, if you keep one 
thought before you: 

Failure to make a change is, in itself, a new decision. 

In effect you repeat this decision day after day 
when you fail to change in the face of adversity. May- 
be keeping the status quo is the right thing to do, but 
be sure that logic, not inertia, dictates the choice. 

Sometimes the cost of undoing the decision seems 
too great. In any number of situations a move is rec- 
ognized as unfortunate, but once it’s done, canceling 
it means enormous loss of prestige, or good will, or 
just plain money. This may be the case with a price 
increase that proves damaging to sales, or a new cus- 
tomer service feature that doesn’t really live up to 
expectations. Before you conclude that you can’t af- 
ford to change, calculate whether you can afford not to. 

This kind of decision is frequently made in a 
vacuum. Everybody agrees that it would be too ex- 
pensive to take off in a new direction now. But too 
expensive in comparison with what? No course is too 
costly if it’s the cheapest one in sight. 


Unforeseen errors 


Once the decision to change is made, some impro- 
vising will undoubtedly be necessary. Even if hedging 
has been used as far as possible, situations may still 
arise that are not normally foreseeable. Also there just 
isn’t time or money enough to provide for the absence 
of every important man, the decline of every product, 
the scarcity of every raw material, the passage of every 
conceivable government restriction. 

For the innumerable situations that cannot be in- 
sured against, then, the only form of preparation is to 
have a standby program that everyone agrees on for 
the correction of decisions that go wrong. There is no 
way to be prepared with details, so we must prepare 
with general attitudes. 

This is like a ship’s captain saying to his crew, “We 
can’t decide exactly what to do in case of emergency 
because we don’t know what kind of emergency it will 
be, but we can decide to obey orders strictly, to check 
certain assigned stations, and to place the safety of 
the passengers first.” 

This kind of established, course-adjustment policy 
involves four main points: 

1. Admit frankly that an error has occurred. Psychol- 
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ogists say some people find it almost impossible to 
admit—even to themselves—that they made a mistake, 
but the average person has no such problem if he sees 
a general policy of open admission on everyone’s part. 
It should be common knowledge among your executive 
group that mistakes resulting after reasonable care 
was used will be more readily tolerated than an at- 
tempt to evade responsibility. It is especially neces- 
sary for each man to feel that he has a duty to face 
the fact of error and to pinpoint its cause—regardless 
of who committed it. A permissive attitude and reluc- 
tance to point out mistakes frankly to subordinates 
can be as harmful to the over-all spirit as an overly 
critical atmosphere. When criticism is tactfully given 
as a matter of course, it is a positive contribution. 

2. Make a heroic effort to avoid useless blaming and 
recrimination, substituting instead an analysis that 
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will prevent recurrence. Remember, too, to look for 
the benefits that may result from the error. Sometimes 
a series of disappointments proves to be the forerunner 
of a great success. Such an approach has the added 
merit of showing all concerned that the company is 
looking ahead to its future performance, rather than 
harboring a grudge for old mistakes. 

3. Wherever possible, let the man who made the orig- 
inal decision handle the corrective procedure. Too 
often, the worst consequence of a mistake is damage 
to confidence and group morale. This is largely 
averted when people are allowed to see and overcome 
their own errors. 

4. Move ahead in the new direction with the spirit 
that the change represents an entirely new and sep- 
arate decision. Broken plans trail disappointment and 
lethargy in their wake; new ones are surrounded with 
the glow of enthusiasm.—CHARLES A. CERAMI 





REPRINTS of “How to Undo a Mistake’ may be 
obtained for 10 cents a copy or $6.75 per 100 postpaid 
from Nation’s Business, 1615 H St., N.W., Washington 
6, D. C. Please enclose remittance with order. 
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How would you answer 
these typical 
personnel questions? 


How do you determine vacation allowances? 





How do you establish a pension plan? 





How do you set salary standards? 





How do you kill unfounded rumors? 





How do you promote safety conditions? 





MONY would like you to have a FREE copy of its incline 
new guidebook to help you answer these and a 
great number of related questions! 


Written in outline form, MONY’s 64-page ‘“‘Guidebook to a Modern 
Personnel Program” holds a wealth of information useful to anyone 
concerned with personnel. The guidebook is based to a large degree on 











MONY’s own program, administered successfully for years among 
thousands of employees. 8 * 

You'll find it includes many sound ideas, proved in practice over the | At % ‘ pram 
years in a wide variety of businesses . . . including many for whom | SY Ls) eaasonnas 
MONY has developed business insurance and employee benefit plans. | VEO | sites 

Whether you have five employees or hundreds—whether you want | aaa ceri ir eit as 
to develop a comprehensive personnel program or review the one you eS nie Se mae 
already have—you’ll find MONY’s guidebook most helpful. | poh hacen yin | 


For your FREE copy, without obligation, mail this coupon today! 





Mutual Of New York, Dept. NB-68 
Broadway at 55th Street, New York 19, N. Y. 


I would like a copy of your free ““Guidebook to a 
Modern Personnel Program’’. 


MO N.Y 


The Mutual Lite Insurance Company Of New York, New York, N.Y. 











Offices located throughout the United States and in Canada Name 
FOR LIFE, ACCIDENT & SICKNESS, AND GROUP INSURANCE Firm 
MONY TODAY MEANS MONEY TOMORROW! 
Address 
County 
City. or Zone State 
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HOW 
NONCOST 
FORCES 
SHAPE 
PRICE POLICY 


Consideration of these elements 
can help you compete 
in today’s market situation 


PROPER PRICING is a key to adequate profits. It is 
also one of management’s most complicated processes 
because the factors involved cannot be combined into 
a simple formula, applicable to one company or to the 
same company over a period of time. 

One General Electric Company executive says that 
“pricing is a water-testing process. You put your toe 
in and, if it isn’t too cold, the whole foot goes.” 

In practice, the price-maker must develop a feel for 
his situation and exercise informed judgment in equat- 
ing the various factors. 

Costs are only one of these factors although the 
popular impression is that a company takes all of its 
costs and then adds a liberal profit margin to deter- 
mine its price. Many businessmen who don’t follow 
this simple formula think that they are the exceptions 
to this rule of sound pricing. 

The fact is, the exception is the rule. A businessman 
must consider many factors other than costs in de- 
termining his price. Often these other factors are 
more controlling than costs. Only at his peril can a 
businessman ignore the reactions of consumers, the 
actions of his competitors, the prices and availability 
of substitute products, political pressures, and related 
factors. This is particularly true during a recession. 

In a period of prosperity, undesirable practices tend 
to develop in pricing as in the other phases of busi- 
ness policy. During a boom, the line of least resistance 
is to pass higher labor costs and other costs on to the 
ultimate consumer who can bear the higher price be- 
cause of his own improved economic well-being. 

The successful pricing formula seems to be: Merely 
determine costs (and that is not as easy as it sounds) 
and add a fair profit. 

In fact, throughout the war and postwar period, the 


cost approach to pricing has been overemphasized. 


Advocates have found a rationalization for their 
thinking in the practices of opA and ops and in renego- 
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tiation proceedings. The cost approach had some 
feasibility because we were riding a wave of inflation. 

Many companies which raised prices in the 1955-57 
boom period attributed the higher prices to higher 
costs. This is shown by a survey I have made of the price 
increases announced since the late summer of 1957. 

It is interesting to note that many companies an- 
nounced that their price increases were not sufficient 
to recoup the actual rise in costs or that they had de- 
layed the effective date of the price rise in the public 
interest. For example, one Ford Motor Company offi- 
cial has testified that the 1958 price rise “did not off- 
set all of the cost increases already incurred in 1957, 
much less any further increases during 1958.” 

Other companies or industries with a similar ex- 
perience have included Weyerhaeuser & Co., the steel 
industry, National Can Corp., the rubber tire industry, 
and International Harvester Co. Cleveland-Cliffs Iron 
Co. announced in February that there would be no 
change in the price of iron ore and that it would ab- 
sorb both wage and freight rate increases. Here, these 
companies were amending or departing from the cost 
theory of pricing because of some other forces. 

The events of the past few months have shown that 
the cost approach provides no road to proper pricing. 
Now that price is again important to consumers, the 
cost-plus-profits formula in many instances is pricing 
products out of the market. 

The decline in consumer incomes and the increase 
in unemployment and partial unemployment, for ex- 
ample, have been reflected in a reversal of the trading- 
up process which characterized many products during 
the boom period. The businessman is rediscovering 
there is a right price for the consumer as well as a 
right price for himself. 

The wave of cost-cutting which is developing re- 
flects these changes. Higher wage costs must be ofiset 
by decreases in other costs or by substituting ma- 


cost price 


price cost 
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chinery in an effort to hold down or reduce unit costs. 
Instead of adding up costs to determine prices, the 
businessman is being forced to start with a price and 
then determine what costs he can afford to incur. In 
other words, price determines cost to a more significant 
degree in a recession than is true in periods of boom. 

The problem of which comes first, the cost reduc- 
tion or the price cut, becomes particularly important 
in industries which are experiencing significant im- 
provements in technology or are introducing new 
products. Here we find two conflicting philosophies: 

1. The dynamic, low-price approach which pene- 
trates lower levels of demand promptly in order to 
obtain the volume which will make possible a large 
reduction in unit costs. 

2. The skimming-off price which holds the price 
high enough to cover current costs rather than to take 
a chance that a sufficient increase in demand will be 
forthcoming to justify the lower price. 

As an illustration of the second approach, the man- 
ner in which ball point pens were first marketed may 
be recalled. The initial prices were high. As successive 
layers or segments of demand were saturated, the 
price was lowered. The process was much faster for 
ball point pens than is usually the case. The newness 
of a product with consequent low consumer receptiv- 
ity may make it desirable to follow this pricing tactic. 

Henry Ford, Sr., was a leading exponent of the 
price-cut first approach. He expressed his philosophy: 

“T first reduce the price to a point where I believe 
more sales will result. Then we go ahead and try to 
make the price. . . . One of the ways of discovering 
what a cost ought to be is to name a price so low as 
to force everybody to the highest point of efficiency.” 

The automobile and electrical appliance industries 
were leading exponents of low price policy before 
World War II. In the postwar years, price reduction 
as a device to expand markets has been used for many 
products including television, transistors, the miracle 
fibers, and many of the new metals. 

A leading exponent of this type of pricing policy 
has been Du Pont. Cellophane may be used as an il- 
lustration. According to the company: 

“When first manufactured in the United States by 
Du Pont in 1924, cellophane sold for $2.65 a pound, 
a price that limited its usefulness to wrapping luxury 
goods. Improved film properties and improved manu- 
facturing methods led to lower prices and wider mar- 
kets. A series of 21 price reductions brought the aver- 
age selling price of cellophane to 40 cents a pound in 
1939. Since 1939, prices paid for cellophane raw ma- 
terials have risen 123 per cent and wage rates in Du 
Pont cellophane manufacturing have risen 182 per 
cent. However, continuing technological improvements 
in manufacturing have made it possible to hold price 
increases to 53 per cent over the 1939 low. If cello- 
phane were made today by 1924 methods, its price 
would be no less than $5.50 a pound. As it is, the most 
commonly used types, vastly improved in properties 
over former years, sell today for 62 cents a pound.” 

Let us consider several of the noncost factors which 
affect pricing: 

American industry always has been characterized 
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by strong competitive pressures—althougl, these are 
not always reflected in price changes. The term non- 
price competition has come to be used to describe the 
competition in styling, deliveries, advertising, credit 
terms, packaging, guarantees, brand names, and other 
devices which a company may adopt to preempt a 
share of the market to itself. Despite the enormous 
growth of nonprice competition, however, price com- 
petition is not dead. The pressures on prices in textiles, 
lumber, appliances, automobiles, and many other in- 
dustries is a constant reminder of its importance. For 
example, Theodore O. Yntema, vice president-finance, 
explained Ford Motor Company’s pricing policy to 
the Kefauver Committee as follows: 

“When the time came to establish our 1958 model 
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COOLERANT! 


Bright, non-staining Coolerant, 
easily brushed or rolled on com- 
mercial or industrial roofs, de- 
flects up to 70% of the sun’s 
radiant heat. It reduces below-roof 
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SHAPE PRICE POLICY 


continued 


Manufacturer explains why price com- 


petition has more than one dimension 


prices, the company once again had 
to resolve the conflicting pressures of 
increasing costs and a highly com- 
petitive market. 

“Our problem in setting 1958 
model prices was further compli- 
cated by specific changes in compet- 
itive conditions. For example, our 
principal competitor brought out an 
all-new 1958 model that was nine 
inches longer and some 170 pounds 
heavier than the 1957 model of the 
same make. We could not ignore the 
possible implications of such a move 
on our sales outlook... . 

“We have not found it possible to 
price much above the most nearly 
comparable models of competition; 
to do so would entail heavy loss of 
sales volume. ... 

‘‘What is not generally understood 
is the fact that price competition has 
more than one dimension. Since the 
products are not identical, we in the 
automotive industry compete just as 
truly by offering more for about the 
same money as we do by offering a 
lower price.” 

Competitive price pressures in- 
crease in severity in a recession. 
While some companies announce 
price cuts because their costs have 
declined, the more typical explana- 
tion is found in such phrases as com- 
petitive conditions, a declining de- 
mand, and market conditions. 

Producers of many diverse prod- 
ucts give more attention to factors 
other than costs when competitive 
conditions warrant lower prices. 


Price leadership 


Price leadership describes the 
practice where price changes are ini- 
tiated by one company and then fol- 
lowed by other companies. Usually, 
one of the large companies is the 
price leader. In some industries, 
however, any one of several compa- 
nies may act as the price leader at 
different times. It should be empha- 
sized that price leadership does not 
imply collusive action, as Senator 
Kefauver has suggested. On the con- 
trary, competition makes it impera- 
tive that the leader be followed. 

The reason for following prices 
down is usually easy to understand. 
When the leader cuts the price, the 
failure to follow the reduction might 
mean a loss of volume. But what 
compels a company to follow the 
leader in raising the price? Why not 
hold down the price and thus divert 


volume away from the leader? The 
answer is found in the fact that all 
or most companies in an industry 
are subject to the same pressures for 
higher prices. This is true whether 
the pressure reflects higher costs, 
more intensive demand, or any other 
factors. The smaller company is re- 
luctant to change its price until its 
larger competitors have acted. It is 
then most eager to follow. 

When demand is _ particularly 
strong, and exceeds capacity to pro- 
duce, the smaller company may even 
raise its prices more than the price 
leader. This was evident in many 
industries during the 1955-57 boom. 

The importance of competitive 
factors is clearly demonstrated where 
changes in prices have not been fol- 
lowed by other companies and hence 
have had to be rescinded. This has 
occurred several times in connection 
with cigarets and various petroleum 
products. 


Political factors 


Large companies also have had 
to consider the political effects of 
their pricing policies—particularly 
when higher prices seemed war- 
ranted. Thus, in explaining the July 
1957 steel price rise, Roger Blough, 
chairman of the board of U. S. Steel 
Corp., stated: “We took into account 
the publicly stated desire of not only 
the President of the United States 
but of many other people in this 
country, to act as conservatively as 
all of us possibly could in this type 
of situation.”” Many other companies 
are fully aware of the importance of 
this factor in their pricing. This is 
sometimes reflected in the advertise- 
ments which appear after presiden- 
tial appeals are made to hold down 
prices. This may be considered as a 
political as well as a public relations 
aspect of pricing. 


Characteristics of product 
or industry 


The economic characteristics of a 
product are of primary importance 
in determining the emphasis to be 
given to various price determining 
forces. Contrast, for example, the im- 
portance of cost and noncost factors 
for a perishable product and for a 
nonperishable product. Take fruits 
and vegetables as an illustration. For 
the fresh product, which is perish- 
able, the predominant factor affect- 
ing short-term pricing is the relation- 
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ship between demand and supply. 
High-level demand or curtailed sup- 
ply (for example, Florida vegetables 
this past winter) is promptly re- 
flected in sharp price rises. The in- 
ibility to store these products is a 
significant characteristic which in- 
fluences such prices. In contrast, 
canned fruits and vegetables can be 
stored. Hence their prices are in- 
fluenced to a lesser degree by those 
factors—at least in the short run. 

Are we pricing a consumers’ good 
or a capital good? Reductions in 
price would do little to stimulate a 
lagging machinery industry during 
a recession. The major determinant 
of machinery purchases is the profit 
outlook of the purchaser, not the 
price. When the profit visibility is 
poor, his interest in the purchase of 
new machinery declines sharply— 
often disappears entirely. On the 
other hand, sharp price declines for 
consumers’ goods can bring greater 
effective demand unless the con- 
sumer views these price concessions 
as a portent of more concessions to 
come. 

Products with an elastic demand 
—a demand which rises proportion- 
ately more than price declines and 
vice versa—will be influenced by dif- 
ferent forces than one with an inelas- 
tic demand. Salt is the classic illus- 
tration of a product with an inelastic 
demand. Many capital goods also 
are in this latter category during pe- 
riods of declining economic activity 
and lower profits. 

The list of product characteristics 
could be extended to include avail- 
ability of substitute products, neces- 





sities as compared with luxuries, du- 
rables as compared with nondura- 
bles, standardized as compared with 
nonstandardized or specialties, rela- 
tive importance of labor and raw ma- 
terial costs, and many others. 

The problem is further compli- 
cated by the fact that products have 
different combinations of these eco- 
nomic characteristics so that no sim- 
ple answer can be prescribed for 
proper pricing. Unfortunately, there 
is no substitute for a product by 
product analysis, including a study 
of past experience. 

—J ULES BACKMAN 
Professor of Economics 
New York University 
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“MY SALESMEN 
LIKE TO MAKE OUT 
CALL REPORTS” cy sim nun 


I know that the actual selling 
time of even the best salesman is all too small a part of his day. 

“That’s why I have Dodge Reports on new construction activity sent 
to my men daily. The timely advance information that salesmen get 
from these reports enables them to schedule more calls on active pros- 
pects at the time they should be seen — eliminates much of the time- 
consuming drudgery of doorbell ringing, cooling their heels in ante- 
rooms and chasing rumors. Now our men like to make their call reports 
because they can report less time spent uselessly and more hours in 
productive effort.” 

Every day Dodge Reports can, if you wish, be sent to each of your men, 
giving him advance news of activity in his own territory — what is going 
to be built, who is designing and going to build it, when and where. 

And for the projects in which they are interested, Dodge Reports 
provide a continuing follow-up — report jobs as they go out for bids, 
give the names of the contractors who are bidding and those who got 
the job — vital information sent to your men without loss of forward- 
ing time or clerical expense on your part. 

This is the help that profit-conscious sales managers need to keep 
men who are selling in the field of new construction productively 
employed. Let us show you how you can help your salesmen increase 
their selling time. Mail the coupon or write today for “Dodge Reports 
— How to use them effectively.” 





loheu-pbok=3-1-) 


F. W. Dodge Corporation, Construction News Division 
Dept. X-068, 119 West 40th St., New York 18, N. Y. 
Send me the book “Dodge Reports—How to Use 
Them Effectively” and let me see some typical 
Dodge reports for my area. | am interested in the 
markets checked below. 

(] House Construction C) General Building 
[) Engineering Projects (Heavy Construction) 


Area 








Nome. 


Cc 





City Zone. State. 








Dodge Reports 


For Timed Selling 
to the Construction Industry 
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POWER 


WORDS Four guidelines will help you 
communicate more effectively 


Picture yourself 
as listener 











EVERY TIME AN EXECUTIVE opens his mouth in the course of a busi- 
ness day he is, in effect, making a speech: presenting ideas and pro- 
posals to staff sessions, board meetings, sales conventions or fellow 
workers. 

His effectiveness as a manager may depend on how well he handles 
this kind of communication. If he is vague or disorganized, he may find 
himself in the position of one company president who told his manager 
of foreign operations: 

“Our Paris plant is losing too much money; go over and put a stop 
to it.” 

Soon he got a cable: 

“Have sold Paris plant.” 

Which was not what he wanted. 

A new method of avoiding this sort of misunderstanding consists of 
four basic essentials: 


1. A fast-working formula for organizing a speech or presentation. 
This can work with such dispatch that executives can learn to formulate 
impromptu talks in 30 seconds. 

2. A technique for looking at a speech from the viewpoint of the 
audience. Here a lesson in listening is involved which almost literally 
puts the speaker in the listener’s place. 

3. Prolific use of illustration and applied anecdotes. This applies to the 
point where the audience is virtually entertained into complete attention. 

4. Doing what comes naturally. This involves use of the voice and 
body in a way that contributes to the idea and doesn’t get in the way of 
it. It calls for no eloquent gestures or dramatic posturing. 

The formula was developed by David Phillips, veteran professor of 
public speaking and former head of the department which deals with 
that subject at the University of Connecticut. He started working with 
businessmen 15 years ago in the adult education classes at the University 
of Tennessee when businessmen asked him to help in making better 
company presentations. He carried on similar work at Connecticut until 
the American Management Association asked him to teach executive 
presentations at the association’s Academy in Saranac, N. Y. 

Though not basically aimed at public speaking, the new approach can 
be used for that purpose. Jay Derrick, director of Industrial Relations 
for the Crosley Division of Avco, who took Mr. Phillips’ course, says 
the method even helps him dictate letters. 
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As taught by Mr. Phillips, the process of making a presentation in- 
volves these steps: 


Organizing the speech 

Organizing a speech revolves around finding the focus. Focus is the 
arbitrary but expressive term which means the response you are asking 
from your particular audience. You say to yourself: 

“What am I going to get these men to do?” 

Business communications are often ineffective because the man who 
gives an instruction doesn’t make clear exactly what he wants done. In 
other words, a company manager should not tell his factory executives: 

“Our communications should be better.” 

He should tell them, for example, “Our foremen must be trained to 
give our machine operators specific written instructions.” 

Unless you’re specific, there’s always the danger that you will have 
one picture in your mind while your audience has another. 

After you’ve answered the question, “What do I want them to do?” 
think of two main reasons—or three at the very most—why they should 
do it. These are the body of your speech. Your audience can’t grasp 
more at one time. 

Now that you’ve got the focus and the body of your speech, you’re 
practically in business. 

A speech should consist of four main parts: Introduction, focus, body 
and conclusion. 

But the parts are to be created in this order: Focus, body, conclusion, 
introduction. You can’t write an introduction until you know what you 
want your audience to do. That’s why you get the focus first. 

Each point in the body of your speech should be clinched as you make 
it and, if necessary, summarized. Don’t bring in any new material in 
the summary; it should be used for making more vivid what you’ve al- 
ready said. The conclusion may be an example or illustration which 
puts the whole thing in a nutshell. 

According to one school of thought, an executive shouldn’t have to 
make extemporaneous speeches or presentations. He should prepare 
presentations in advance on any of the issues that are likely to arise in 
the course of the day’s program—at conferences, board meetings or other 
occasions. However, should he be caught short, he can organize his 
thoughts quickly by the method outlined. Executives practicing this 
procedure have drilled until they were answering calls to the platform 
for impromptu three-minute talks and formulating their presentations 
in the 30 seconds required to walk to the rostrum. 

They say this facility for organizing a speech will eliminate stage 
fright. Stage fright results, they find, when you don’t know what you 
are going to say or how you are going to say it. 


Putting yourself in the listener’s place 


To put yourself in the listener’s place, you need to know his attitude 


toward five things: 

1. The subject. It may be dull. If so, you have to compensate. 

2. The speaker. If you’re the manager, the listener’s attitude will de- 
pend on your popularity or nonpopularity. Or, if you’re the new man- 
ager, it will depend a lot on whether or not your predecessor was 
unpopular. Again, it may depend on some situation that has arisen in 
your organization; if your people sulk, they’re unhappy about some- 
thing and the sooner you find out about it the better. 

3. How much does your listener know about the subject? It’s not hard 
to key your message to your listener’s knowledge if you test him out 
with a little two-way communication. 

4. What is his background and experience? An excellent illustration 
here is the experience of the estate-planning officer for a large bank. 

“Last year I asked myself how I could make estate planning interest- 
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PUT POWER IN YOUR WORDS continued 


ing to dentists. I’d just spent $5,000 for visual aid displays and they 
didn’t accomplish a thing. Then one day I got to wondering about the 
relationship between estate planning and dentistry. I decided to find out 
what it is. 

“T made an investigation of the procedure by which the dentists or- 
ganize their work to fill a tooth. Then I built a presentation around it 
that drew a parallel to estate planning. It captivated the dentists’ inter- 
est immediately. Then I did the same thing with women’s clubs for tulip 
planting and tried it on one group after another. Today, business is 
booming.” 

5. Size up the listener’s mood. The worst time to talk with anyone is 
just after he’s made a mistake. His mind is on what he’s done and he’s 
not going to listen to you. If you’ve got to address a board meeting just 
after the directors have had a wrangle, they’re going to be in a bad mood 
and you’ve got to do something to offset it. 

Or again, your audience may be tired. There’s an old saying in the 
public speaking profession: “The mind can understand only as much as 
the seat can endure.” 

Moreover, there may be no fresh air in the room. The sun may be in 
their eyes. Or there may be some other discomfort. Try to create the 
most favorable circumstances for what you’ve got to do. The chances 
are it'll be hard enough anyway. 


Making it interesting 
Here are four rules to which your speech must conform if it’s to hold 
maximum attention: 


1. Jt must be specific. Nobody paid much attention to a certain plant 
superintendent in all the weeks he was campaigning to cut down the 
annual waste at the plant. It never seemed to impress employes to be told 
they were throwing away $100,000 a year. 

Then one week end, the superintendent did some thinking and on 
Monday he came in with a big piece of beaverboard on which he’d 
pasted the pictures of 55 automobiles. Displaying this board at his next 
meeting, he said: 

“Each one of you could have one of these cars every two years if 
you’d cut out unnecessary waste in this plant.” 

That time he got some action. 


2. It must affect the listeners in some way. Mr. Phillips gives a good 
illustration from his own experience. 

“T used to weigh about 240 pounds,” he recalls, “‘in spite of the fact 
that doctors were always begging me to take off weight. Then one day 
I was waiting for my doctor when he suddenly popped his head in 
the door. 

“*This is an emergency, Dave,’ he told me. ‘Will you please carry 
these two children up to their mother on the second floor?’ 

“T grabbed two 30-pound kids, one under each arm, and toiled up 
two flights of stairs. When I got there, I was puffing fit to kill. 

“ “Aha,” crowed my doctor, ‘that shows you what I mean: you carry 
that much overweight around with you all the time.’ 

“Tt wasn’t too long before I was 60 pounds lighter.” 


3. It must be in familiar terms. One utility executive who took the 
Phillips course told how he had licked this one. 

“T used to have a customer who was always badgering me about the 
high price of electricity,” he said. “Finally I decided to have it out with 
him in terms he could understand. 

““ ‘How many packs of cigarets do you smoke a day,’ I asked him. 

“Two. 

“All right. At slot machine prices, that’s 50 cents, or about $15 a 
month. Your electric bill was $14.82. About the same. Now what’s the 
first thing you do in the morning?’ 
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“*‘T turn on the radio,’ he said. 

“ “OK, but do you know that your daily cost for that radio is only 
one cigaret? Now what do you do next?’ 

“T went through the day with that man and put all the daily functions 
in his household—the cooking, the cleaning and so forth—on the cost 
basis of cigarets. Before I finished, he threw up his hands. 

“*You’re practically giving me that electricity,’ he laughed as he 
headed for the door.” 


4. It must be novel. Don’t say it the same way twice. You’ve heard 
members of an audience mutter: ‘My Lord, is he going to give that old 
speech again? Let’s go and have a cigaret.”? Look at the national ap- 
peals—U. S. War Bonds, for example. They have a new approach each 
year for a message that’s as old as the hills. 


Learning to listen 

There are five barriers to good listening: 

1. Semantics. Words must have a common meaning for both listener 
and speaker. We can all remember unfortunate occasions when they 
didn’t. 

2. Preconceived notions of what the speaker is going to say. You can 
get off on the wrong foot this way and never recover your interest. 

3. Prejudice against the speaker. This dulls the effect of the presenta- 
tion and sometimes even nullifies it. 

4. Personal feelings. These may be pride or resistance to change. 

5. Inattention. Here the mind is occupied elsewhere. 

What do you do about these barriers? 

As a speaker, try to be alert to these things and recognize them for 
what they are. Then take measures to offset them. 

As a listener, apply the techniques of good listening: 

1. Determine the speaker’s focus, what he is trying to say. 

2. See what main points he is using. 

3. Note how he supports his points. 

Applying these techniques helps you nullify the barriers to good lis- 
tening and puts you in a position where you can ask more effective ques- 
tions of the speaker—or take more effective action on what he tells you. 
This lesson has a double purpose: to make business speakers more 
audience-conscious and to train business people to be better listeners. 
The better they can listen, the better they can learn and do. 


Using visual aids 


Business presentations probably make more use of visual aids than 
any other type of public speaking. Visual aids accomplish three pur- 
poses: They help the listener understand a complicated process, stim- 
ulate interest, and aid the memory. 

For the speaker, they also have values. They: 

1. Sharpen his material. If he can’t assist with visual material what 
he’s going to present, it needs reorganization. 

2. Give him an outline to go by and get him away from his notes. 
It takes an accomplished speaker to talk from notes; best thing is to 
work from highlight words or key sentences which can be glanced at 
quickly and casually. 

Visual aids can be anything that’s effective. Commonly, however, 
they include illustrations on blackboard or cardboard, models, slides or 
films. 

The first rule for visual aids is don’t use too many; you'll put the 
audience to sleep. Second, keep it moving. 


How to support your statements. One of the most important skills con- 
tributed by the new approach to executive presentations, executives say, 
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FINANCIAL 
CONSULTANTS 


BUSINESS BROKERS 
ACCOUNTANTS 
ATTORNEYS 
BANKERS: 


°20,000..5,000,000 


AVAILABLE FUNDS FOR 


e Instalment Financing 

e Accounts Receivable 
Financing & Factoring 

e Rediscounting 

e Inventory Loans 

e Machinery & 
Equipment Loans : 

e Acquisitions; Mergers 


Liberal Commissions to 
New Business Solicitors 


STANDARD FINANCIAL 


CORPORATION 
530 Fifth Avenue + New York, N. Y. 


Subsidiary Companies: 
FACTORS CORPORATION of AMERICA 
1315 Walnut Street 
Philadelphia, Pa. 


STANDARD FACTORS CORPORATION 
403 West Eighth Street 
Los Angeles 14, California 


TEXAS FACTORS, Inc. 
Fidelity Union Life Building 
Dallas, Texas 


Resources $40 Million 
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| HAD TO EARN 
MORE MONEY 


So | sent $6 to The 
Wall Street Journal! 


High prices and taxes were getting me 
down. I had to have more money or 
reduce my standard of living. Like Alice 
in Wonderland, I had to run faster to 
stay in the same place. 

So I started reading The Wall Street 
Journal. I heeded its warnings. I cashed 
in on the ideas it gave me for earning 
extra income and cutting expenses. I got 
the money I needed. Now I’m slowly 
forging ahead. Believe me, reading The 
Journal every day is a wonderful get- 
ahead plan. 

This story is typical. The Journal is 
a wonderful aid to men making $7,000 
to $20,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in five cities — 
New York, Washington, Chicago, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. NB-6 
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PUT POWER IN YOUR WORDS continued 


is proficiency in supporting your statements. Seven methods may be 
used to prove the things you say: 

1. Example: A mere statement of something that happened or a situa- 
tion which proves the point you want to make. 

2. Illustration: A more detailed statement of the situation or event. 

3. Statistics: Be honest with your figures and don’t use too many. 

4. Authority: Be sure to use someone the audience knows and relies 
on. : 

5. Analogy: A comparison of the unknown with the nearest known. 

6. Explanation: Tell them how it works so they’ll know it’s better. 

7. Re-statement: Say it again in different terms—or by using a new 
illustration. 

Over the years, Mr. Phillips has developed a theme which the busi- 
nessmen in his working groups at first consider a bit corny. As he goes 
on, however, his subject, ““What the Heart Knows,” really goes over 
with his audience, mainly because it works. 

It is based on the quotation: 

“T have heard,” said the philosopher, “that the head does not hear 
anything until the heart has listened, and what the heart knows today, 
the head will know tomorrow.” 

The point is simple: A presentation, no matter how logical, does not 
succeed unless the listener feels personally involved. There are seven 
basic impelling motives: 

1. Self-preservation. 

2. Desire for money or property. 

3. Desire for power. 

4. Desire for reputation. 

5. Sentiment. 

6. Affection. 

7. Taste. (Love of art, music, drama, etc. ) 

“T claim that most of what we do is a result of one of these seven,” 
says Mr. Phillips. “We do not readily understand concepts. But give us 
a clear picture that appeals to one of these basic motives and it comes 
through.” 

If you appeal to a worker with a concept like: ‘“Do your best to help 
us turn out a superior product,” it doesn’t move him to any extraordi- 
nary action. But if you base your appeal on the good of his family, you’re 
likely to get somewhere. 

For example, one company doesn’t waste time scolding absentees over 
the loss of valuable time. If a man is a chronic offender, a supervisor 
goes out and finds what this particular employe happens to be buying 
on the installment plan. The next time he’s absent, he’s called in for a 
little talk. And the man who does the talking puts it this way: 

“Joe, you just tossed away $12 yesterday that you could have paid on 
that refrigerator.” 


Being natural 

There are just two simple rules for delivery: 

1. Never let the voice or the body get in the way of an idea. 

2. Make voice and action add to the idea. 

“We never use the word ‘gesture’ around here,” Mr. Phillips tells his 
working groups. “Anything as artificial as gestures usually results in 
distracting movements that bother the audience. Remember that old 
professor who used to drive you nuts with all his queer mannerisms? 

“And there’s no such thing as too slow or too fast. Sometimes you 
speak slowly and sometimes more rapidly. It adds to variety. The big 
question is: ‘Are you at ease?’””—PHILIP GUSTAFSON 





REPRINTS of “Put Power in Your Words” may be obtained for 15 
cents each or $10.15 per 100 postpaid from Nation’s Business, 1615 H 
St. N.W., Washington 6, D. C. Please enclose remittance with order. 
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can be ordered). Time saving: 19%. 


Key-jam release button — saves dirty hands, 
washroom time. 


Half-line spacing — saves paper on long jobs, 
makes possible 25% more ¢ext on sheet 

by use of 1% line spacing instead 

of double spacing. 


Total tab clear lever — clears entire carriage 
at once (time saving: 28%); separate 
tab clear key for individual tabs, also. 





This photo shows the reduced effort (by as 
much as 81%!) for same steps with the central- 
ized controls of Hermes ‘‘ Motion-Miser’’ System. 


Special Hermes optional features 
available at slight extra cost: 


Electric carriage return key — returns carriage The savings and the percentages 

. . . referred to in the text of this 
automatically and advances it to next line (saves presentation have been accurately 
98% of ordinary carriage return effort for typist). estabtiehes one validsted ta 2 


series of impartial tests conducted 
by U. S. Testing Company, Inc 


Decimal tabulation — special keys for billing TEST te. 41441 — 4/5/58 


now space off up to 8 different decimal places 
(saves 43% of usual time). 


Dual ribbon installation — instant switchover 
knob changes from standard spool to carbon 
ribbon and vice versa. 


50% LESS UPKEEP... Hermes machines assure you over-the-years economy as well as initial 
savings in first cost. Hermes maintenance has consistently been about 50% less 
than that of conventional models, while use of special materials and 
advanced designs assures longer life as well. 


LOW INITIAL COST... Most Hermes extra features are standard equipment at no extra cost. The few 
features that are optional are priced very moderately. Model for model, 
Hermes first cost is less than conventional machines offering fewer features. 


Write today for the name of your nearest Hermes franchised dealer. 


by PAILLARD —fine Swiss mechanisms since 1814 
ad M —including BOLEX motion picture cameras 


PAILLARD Incorporated, 100 Sixth Avenue, New York 13, N. Y. 
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NYL-A-PLAN 


New York Life’s 
insurance service for firms 
with 5 or more employees 


Nyl-A-Plan offers your employees 
the convenience of paying their insur- 
ance premiums through payroll de- 
ductions with savings to them averag- 
ing 334% over regular individual 
monthly rates. 


In addition, the services of our trained 
representative are available to ex- 
plain to your employees the value 
of the benefits you provide—empha- 
sizing how much of their cost you pay. 
He can help each employee properly 
integrate company and personal in- 
surance plans. And any new personal 
insurance needed can be bought at 
the lower Nyl-A-Plan rates. 


Nyl-A-Plan can help you hold key 
personnel, boost morale and efficiency 
—all at practically no cost to you. 
For a free booklet that tells you how 
your company and its employees can 
benefit by installing Nyl-A-Plan, 
write to the address below. 


NEW YORK LIFE 


INSURANCE eylio '‘ COMPANY 


51 Madison Avenue, New York 10, N. Y. 


(In Canada: 320 Bay Street, Toronto, Ontario) 


Life Insurance e Group Insurance 
Annuities 


Accident & Sickness Insurance e Pension Plans 
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Executive 
Trends 


Managers must manage 


Industry’s frequent failure to develop management stems from two 
basic factors: 

One factor is the failure of management to distinguish between 
leadership skills and skills in managing, says Louis A. Allen, 
management consultant, Palo Alto, Calif. A good leader, he points 
out, is not necessarily a good manager. The good manager, he 
explains, is one who is adept at initiating and making final deci- 
sions with respect to planning, organizing, motivating, co-ordinat- 
ing, and controlling activities. 

A second factor: failure to realize that managers can truly learn 
to manage only if they get practice on the job. 
> No amount of off-the-job training and study, Mr. Allen continues, will 
make a man an effective manager—unless he can convert this knowledge to 
operating management skills, and unless his own work is backed up by 
high standards of management throughout his company. 


Are executives interchangeable? 


A question one hears raised in gatherings of management people 
these days is this: Can a good manager in Company A be trans- 
planted to Company B and do an equally effective job? 

Some authorities on management take the position that the an- 
swer is affirmative—that management involves certain basic skills 
and that a man possessed of these skills can transfer easily from 
one management job to another. 

Others challenge this view. Nathaniel Stewart, a lecturer at the 

American Management Association, for example, believes the differ- 
ing needs and climates of different companies militate against an ex- 
ecutive performing equally well in two different organizations. 
» Dr. Stewart addressed a recent meeting of the Society for Personnel 
Administration in Cacapon State Park, W. Va. He argued that little real 
progress has been made in 30 years in efforts to develop a set of character- 
istics which will identify the ideal executive. Management must look to 
performance to see which man is the best man for a particular job, he 
maintains. Men who look good on paper so far as traits are concerned may 
not look so good in action. 


Research won’t manage itself 


One of the key areas to watch in industry in the months ahead is 
that involving the control by top management of research and 
development programs. 

Business and industry currently are spending about $7 billion 
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for R & D annually. Conservative projections place this expenditure 
—by 1960—at an annual figure of $9 billion. 

The rub in consideration of this increasingly vital aspect of indus- 
trial effort is that not enough thought is being given to intelligent 
supervision of research and development programs. 

Hathaway Watson, of Booz, Allen & Hamilton—management 

consultants—says that despite its positive technical achievements, 
R & D has been disappointing in some ways. 
» Because of frequent abandonment of disciplined control of the research 
effort, R & D has not yet reached its full potentiality, asserts Mr. Watson. 
He points to budget violations, schedule slippage, poor relationships between 
R & D and other corporate activities, and—in some instances—low produc- 
tivity. “More, not less, management direction is required if research is to 
meet its full promise,’ Mr. Watson declares. : 


“Boss Kett’’ speaks his mind 


Charles F. Kettering, a director of research and consultant for Gen- 
eral Motors Corp., and one of America’s greatest living inventors, 
has some peppery remarks to add to the continuing management 
debate over individual action versus teamwork. 

“Boss Kett” offered his ideas on the occasion of his recent cita- 
tion as a “Great Living American” by the Chamber of Commerce 
of the United States. 

He told NATION’s BusINEss: “The truly significant creative 
work in industry will always be done by an individual working 
alone. You can name all the committees and form all the work 
teams you care to. But some fellow on one of those committees will 
still slip off by himself somewhere and do the things that make 
for progress.” 
> National Gypsum Company board chairman Melvin H. Baker, inter- 
viewed during the same U. S. Chamber meeting, had this to say about the 
business recession: “It’s essentially a crisis in public confidence. People have 
money to spend but they aren't spending it. Business, in this readjustment, 
should work hard at better organization, better selling, better controls. 
There’s a particular need now for product improvement, on-the-job sales 
training and tighter sales supervision.” 


Management Memos: 


New twists in executive training: Temple University, Philadelphia, 
is setting up a transitional training program for retired military offi- 
cers going into business jobs . .. Under new federal tax regulation, 
you can deduct money spent on executive training courses—if you 
can show schooling was primarily related to your job. . . . Sign of the 
times: annual reports, lavishly printed in postwar boom years, now 
are appearing in plainer, trimmer, more austere garb. Carrier Cor- 
poration, one of the companies which is switching, reports stock- 
holders overwhelmingly approve the change. . . . Office Executives 
Association surveyed 148 companies, finds hiring resistance due to 
age is increasing for clerical workers. Ten per cent of responding 
companies put women in too-old-to-hire category by 35. 

Changing language of management: “‘We’re dieting.” That’s how 
one financial vice president describes cost-cutting drive in his 
company... . 

Holding competent executives may be more difficult than getting 
them in the first place, says H. Y. Bassett, president of Calumet 
and Hecla, Inc. He says management must make opportunity for 
personal progress clearly apparent to all its managers. 
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NOW... 
MAJOR MEDICAL 
INSURANCE 


is included in 


NEW YORK LIFES 
EMPLOYEE 
PROTECTION PLAN 


Designed for firms 
with 5 or more coos 


ER, 
employees 
TH UDIN | 


| 
ra) 


MEDICAL CARE BENEFITS in New York 
Life’s Employee Protection Plan can now, 
in most states, include Major Medical In- 
surance to help provide financial aid when 
very serious illness or injury strikes. Sup- 
plements basic benefits that help meet 
hospital, medical and surgical expenses 
due to non-occupational accidents or 
sickness. Several benefit schedules avail- 
able for insured employer, employees and 
their dependents. 












Plan also provides 
employer and employees with 
these modern benefits... 


LIFE INSURANCE payable at death to 
beneficiary. Accidental death benefit op- 
tional. 


WEEKLY. INDEMNITY BENEFIT payable 
for total disability due to non-occupa- 
tional accident or sickness. Different 
amounts and benefit periods available. 


NEW YORK LIFE can design an Em- 
ployee Protection Plan based on all or a 
combination of these benefits to fit your 
company’s needs. Ask your New York 
Life agent for facts now or write to ad- 
dress below. 

Individual policies or a group contract 
may be available, depending upon number 
of employees and applicable state law. 


NEW YORK LIFE 


INSURANCE COMPANY 
51 Madison Avenue, New York 10, N, Y. 
(In Canada: 320 Bay Street, Toronto, Ontario) 


A Mutual Company (NU UC) Founded in 1845 


The New York Life Agent in 
Your Community is a Good Man to Know 


81 








NEW 
debt debate 
coming 


Debt ceiling controversy still 
flares. Here’s what to expect 
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IN COMING MONTHS, the debt of 
the federal government will force 
uncomfortable problems and deci- 
sions onto Congress and the Admin- 
istration. 

The basic issues involved have 
far-reaching implications for busi- 
ness, the taxpayer, and the whole 
national economy. Moreover, the 
problems are likely to be with us in 
aggravated form for the next two or 
three years. 

The emerging debt situation can 
be depicted briefly as follows: 

1. We have a direct federal debt 
of approximately $275 billion which 
will rise rapidly later this year when 
tax receipts reach their seasonal low. 

2. Because of the current business 
slump, federal tax revenues, heavily 
dependent on the level of personal 
and business incomes, are falling. 

3. We have a statutory debt ceil- 
ing imposed by Congress of $280 
billion, which was hurriedly raised 
in February from $275 billion to 
allow the Treasury to borrow to pay 
current bills. The $5 billion increase, 
however, is temporary and is due to 
expire on June 30, 1959. 

4. A cash deficit in the current 
fiscal year ending June 30, 1958, 
is inevitable. Present estimates are 
most uncertain because both receipts 
and disbursements are in a state of 
flux, but a deficit of $3 billion or 
more is now being predicted as con- 
servative. The outlook for fiscal year 
1959 is more uncertain, but there are 
prospects of a substantial deficit. 

In light of current economic events 
and political exigencies, the $5 bil- 
lion temporary increase in the legal 
debt limit now looks rather small 
and not so temporary. When the 
limit was raised, some legislators 
fought to hold the increase to $3 
billion. Others argued strongly that 
a $10 billion boost was more rea- 
sonable. Now, even under favorable 
economic expectations, it seems like- 
ly that the debt limit will have to be 
increased by perhaps another $10 
billion. It is certain that the Trea- 
sury will request Congress to raise 
the limit again before the current 
session ends—perhaps to $290 bil- 
lion. Some say it may have to go 
back up to $300 billion where it was 
in the closing days of World War II. 

What happens in the near future 
and next year will depend on the 
rapidity and strength of economic 
recovery—which will increase the 
flow of incomes and tax revenues— 
and the spending and taxing schemes 
which are set in motion in this ses- 
sion of Congress. Acceleration of ex- 
isting government programs will 
gradually build up pressure on the 
Treasury’s cash position. 

In addition if major new spending 
programs are enacted now, they will 
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probably come to fruition and con- 
verge on the Treasury after the cur- 
rent recession is past. In any event, 
the debate over the debt ceiling is 
barely started. 

In the course of this debate we 
will hear that the debt limit is a 
last-ditch defense against irrespon- 
sible central government. We will 
also hear that it is a costly sacred 
cow that is dangerous to the econ- 
omy and ineffectual in controlling 
government spending. 

Some of us may ask ourselves, 
“Why should we have a debt limit 
when the Treasury can make only 
those expenditures voted by Con- 
gress and depends for revenue on 
taxes which Congress imposes?” 

We will better understand the ar- 
guments and perhaps be able to an- 
swer our own question if we consider 
some fiscal and economic facts. 

There are two kinds of issues in 
the debt controversy: 

1. Those of chiefly an administra- 
tive nature—how the government 
should manage its financial affairs. 

2. Those broader questions of gov- 
ernmental responsibility for promot- 
ing economic stability. 


The administrative problems: At 
the administrative or managerial 
level, the imposition of the debt ceil- 
ing grows out of the exercise by 
Congress of its constitutional respon- 
sibilities and powers. Only Congress 
has the power “to lay and collect 
taxes and... to borrow on the credit 
of the United States.” Traditionally, 
Congress has delegated borrowing 
authority to the Secretary of the 
Treasury as needed to defray ex- 
penditures authorized by Congress. 
Before World War I, Congress en- 
acted a specific law each time the 
Treasury needed to borrow. From 
1917 to 1941 Congress granted gen- 
eral authority to the Treasury to 
issue certain kinds of debt instru- 
ments and imposed limits on each 
separate type. In 1941 Congress im- 
posed an over-all debt limit apply- 
ing to aggregate debt, but not to 
specific kinds of issues. It is this 
kind of limit which is still operative 
today. 

Between 1917 and 1941, the statu- 
tory debt limits (imposed separate- 
ly) were changed 12 times—raised 
eight times, lowered once, and 
shifted internally three times. Since 
1941 the aggregate limit has been 
raised seven times, lowered three. 

It was lifted progressively from 
$65 billion in 1941 to $300 billion in 
1945. 

After the war the ceiling was 
set at $275 billion, but it was tem- 
porarily increased in 1954, 1955, 
1956 and 1958. 

Obviously, Congress must provide 
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BUTLER STEEL BUILDINGS 


Adaptable to your 
needs . . . at lower 
cost. Quickly and e 
economically erected. 
Weather-tight perma- 


nent, rigid frame 
truss-clear construction. Thousands in use for 
farm, commercial and industrial purposes. 


“FOR INFORMATION CALL” 


DISTRICT OFFICE 
BUTLER MFG CO . 
450 Livrnos .........UNivrsty 2-8877 
BUILDER 
FRIEL-DETROIT CO 5050 Joy. TExas 4-9292 














BUTLER TRADE-MARK 
in the Yellow Pages 
of telephone directories 
: ao heads listings of local 
“teen neon ey totem Meee franchised builders. 
One system of building helped create 
both structures on modest budgets 


That's not all these two attractive buildings had in common to each site Precision — to assemble quickly. they 
The — brs ape System offered architects 34 buyers € rable savings in construction time. labor costs 
other advantages over traditional building meth 

s and economies clear-span design per. 


a te beng eri sce BUTLER BUILDING ADS 
carry a reference to 
the Yellow Pages. 
a>. BUTLER MANUFACTURING COMPANY This directs prospects 
nee RU aan to their franchised 


Hours and dollars of yp eamnnp sd engineering were saved muted max 

because Butler ee ind roof semen came; pre 

engineered to meet local building c odes and requirements 
Both buildings were built well on modest budgets They 

were finished sooner than ordinary building methods would 

have permitted Mass-produced Butler camper ents — h 
make up the basic building) were shipped from stock directly 






Mrrenouse. o church or @ manulacturing plo 
ndeed, your Iowan cou! way to build wel Get oil the) 








Mencterrorem of Guliings » OU Sasioment » Gone Cstement + Ory Cleaners Eqvipment + Ouidewr Advertising Equipment + Custom Febrietion 
Sele etces in Ln Angulo end Bichmand, Cait + Memen minghon, Ale « Atvene, Ge. + Kaman City. the Minnaasats, inn + Chicnge, 1. + Dato, wich . 
Coston Once Panburgh. Oo.» tre Vor Oty ead brrecse, WY. © bom, tae * Washington DC * Burlington, Ontario, Conte Butler Builder. 





“Dollar for dollar, Trade Mark Service 
is the most economical means of 
directing prospects to our Builders” 


says EDWARD J. HOWSE, JR., 
Advertising Manager, 


BUTLER MANUFACTURING COMPANY, 
Kansas City, Mo. 


“Our national network of franchised 
builders. are the first to tell us how 
vital representation in the Yellow Pages 
is to them. They list their firms under 
our trade-mark in classified telephone 
directories across the country. 


“We help our builders profit from 





our national advertising by referring 

readers to the Butler Manufacturing Co. trade-mark in the Yellow Pages! 
“Trade Mark Service is a most efficient way of making our advertising 

pay off. It sends prospects directly to our authorized builders. It eliminates 

the delay and expense of processing inquiries.” 


Trade Mark Service can be tailored to fit your distribution pattern! Call 
the Trade Mark Service representative at your telephone business office. 
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modern heating 


for 
business and industry 



























Reznor direct-fired 
unit heaters offer the 
modern solution to the 
problems of heating 
commercial and indus- 
trial buildings. They 
cost less to install, less 
to operate and require 
practically no main- 
tenance. With sus- 
pended, duct and 
free-standing types in 
all appropriate sizes 
from 25,000 to 2,000,- 
000 BTU, the Reznor 
line includes equip- 
ment which is exactly 
right for your heating 
job. 








Look for 
Reznor under 
“Heaters-Unit” in 
the Yellow Pages 








“REZNOR 


w S LARGEST-SELLING ODIRECT-FIRED 


Fy SUNT HEATERS 


Reznor Mfg. Co., 23 Union St., Mercer, Pa. 





Either prospectus 
free on request 


Incorporated 
Investors 
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| A mutual fund invested in a list of securi- 
| ties selected for possible growth of capital 
| and income in the years ahead. 
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Incorporated 
Income Fund 


A mutual fund whose first objective is to 
return as large current income as may be 
obtained commensurate with the risk 
involved. 


The Parker Corporation, NBé 
200 Berkeley St., Boston, Mass. 


Please send Prospectus on 
[_] Incorporated Investors 
{_] Incorporated Income Fund 








NEW DEBT DEBATE COMING continued 


Fiscal operations of the government 
greatly influence business activity 


general policy guides and supervi- 
sion. On the other hand, the Treas- 
ury should have sufficient leeway in 
managing its cash and debt transac- 
tions to operate efficiently. 

At any given time the Treasury 
has little cash on hand. Tax receipts 
do not flow in at an even rate, but 
claims are presented for payment in 
a never-ending stream, based on 
previous authorizations and commit- 
ments made by Congress. 

Secretary of the Treasury Ander- 
son told NATION’s BusINEss that the 
Treasury pays out about $1.5 billion 
every week. Generally from July 
through January these disburse- 
ments exceed receipts by several bil- 
lion dollars. From February through 
June receipts are greater than dis- 
bursements. 

Even when the budget is in an- 
nual balance, the Treasury must 
borrow temporarily in the course of 
the year to make ends meet. 

When the Treasury is bumping its 
head against the debt limit, severe 
strains result. At times the govern- 
ment does not have enough cash to 
pay its bills. Something has to give, 
either the debt limit or the credit of 
the United States. 

This was the situation in February 
when Congress raised the ceiling by 
$5 billion. 

A greater borrowing margin 
makes the debt more manageable. 
The Treasury can go into the mar- 
ket at opportune times to refinance 
existing debt on favorable terms or 
build up its cash position gradually 
to meet redemptions shortly coming 
due. 

In sum, the managerial debt prob- 
lem is created by Congress. If Con- 
gress allows expenditures to advance 
more rapidly than the tax system 
will support, forcing the Treasury 
against the debt limit, or if it shoves 
the debt limit down too tightly on 
top of the Treasury’s cash position, 
it is courting financial crisis. There 
should be sufficient margin between 
the actual debt and the debt ceiling 
to make normal Treasury operations 
possible. 


The economic problems: The more 
fundamental questions brought into 
focus by the debt debate are not 
managerial, but economic. The Em- 
ployment Act of 1946 charges the 
federal government with a responsi- 
bility to adapt its policies in such a 
way as to promote high employment 


and fairly general economic stabil- 
ity. Moreover, both political parties 
are committed to some sort of sta- 
bilizing action as economic condi- 
tions appear to require. Questions 
of budget policy and debt manage- 
ment must be decided largely in 
terms of the general health of the 
whole economy and not merely in 
terms of internal governmental af- 
fairs. 

The practical and theoretical dif- 
ficulties of using fiscal measures to 
help fight recession and curb infla- 
tion are legion. In addition, there 
will always be differences of opinion 
as to the desirability and feasibility 
of various combinations of monetary 
and fiscal policy. Whatever one’s 
views on public finance, however, 
almost everyone now recognizes 
that, because of their sheer size, 
government financial operations ex- 
ert an enormous influence on the 
economy and general level of busi- 
ness activity. Government is simply 
too big to ignore the economic ef- 
fects of its action. 

Budget surpluses, deficits, and 
debt repayment, as a practical mat- 
ter and a political necessity, must 
be viewed in the light of economic 
reality. 

Most of our federal debt, at least 
the direct debt of the Treasury 
which is subject to the statutory 
ceiling, has been accumulated as a 
result of deficit financing during de- 
pression and war. In 23 out of the 
past 30 years, we have had federal 
deficits. Since World War II sur- 
pluses have been achieved in only 
five out of 12 budgets. 

In light of the government’s re- 
sponsibilities, how can the necessary 
fiscal discipline be achieved to insure 
that new debt is not incurred unless 
necessary and that any new debt will 
be repaid? Furthermore, what is to 
be done about the problem of repay- 
ing old debt? 

The solution under modern con- 
ditions is not simple. 

If there were no problem of eco- 
nomic stability and the government 
sector of the economy were so small 
as to have an insignificant impact 
on the economy at large, a strict an- 
nual balance in the budget would 
be the answer. An annual balance 
provides a simple rule of cost for 
transferring resources from private 
to public use. By insisting that any 
expansion of public services be 
matched by a corresponding increase 
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in taxes, the balanced budget rule 
imposes discipline on those who vote 
the public expenditures. But during 
recession, even if the government 
does nothing, automatic deficits are 
inevitable. It is impossible legally 
and practically for the government 
to adjust its activities quickly down- 
ward to keep expenditures within a 
falling flow of income. 

Consider the current economic sit- 
uation. With business activity de- 
clining, sales, profits, and incomes 
falling, tax revenues are also falling 

-and even more rapidly than in- 
come because of our progressive tax 
rate structure. If there were to be 
insistence on a balanced budget un- 
der present conditions, there would 
be only two possible lines of action, 
or a combination of the two: Cut 
government expenditures back to 
match the fall in revenue, or raise 
tax rates to provide the necessary 
revenues out of the lower level of 
income. 

Either action would worsen a de- 
teriorating economic situation. A cut 
in government expenditures would 
further reduce total demand and in- 
come; an increase in taxes would do 
likewise. The fact is that a tempo- 
rary imbalance in the budget in 
times of business contraction is only 
normal. 

This is not to say that particular 
government expenditures should not 
be cut; there is at all times ample 
room for reducing the scope of gov- 
ernment activities and eliminating 
wasteful expenditures. But indivi- 
dual expenditure items should be 
cut on their own merits. Govern- 
ment demand for goods and services 
ought not be reduced simply because 
private demand is falling. 

At the same time, government ex- 
penditures ought not to be increased 
for new and unnecessary programs 
because of temporary fluctuations in 
the private economy. We should not 
use either inflation or deflation as an 
excuse to cut or add public services. 

Against this background, we can 
now examine the question: Since the 
Treasury can make only those ex- 
penditures voted by Congress and 
depends for revenue on taxes im- 
posed by Congress, why should we 
have a debt limit? 

At first glance, the debt limit 
seems incongruous, but some good 
reasons are advanced in its support. 
Some damaging criticisms are also 
leveled against it. The arguments 
pro and con can be summed up 
briefly: 


Arguments for the debt limit 


1. The debt limit, as many con- 

gressmen admit, is a device to help 

them discipline themselves. It closes 
(continued on page 88) 
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Amazing Precision 
Pocket-Size Recorder 


Delivers Exact Recordings for 
Executives, Researchers, Engineers! 








ACTUAL SIZE 


only 1%s x 4% x 6%» inches 


WEIGHT 1% Ibs. 
Battery operated or AC 





Minifon P55-S 
Smallest, Lightest 
BATTERY 
OPERATED 
RECORDER 
Plays Back 
Immediately 
Compatible 

with any and all 
dictating systems 


“Minifon Does Best Job”, says Executive! 


“T’ve tried other types of recorders and have 
discarded them all since I learned about 
MINIFON.” Nothing can match the conveni- 
ence and lightweight of this remarkable pocket- 
size, highly faithful recording instrument.’’ To- 
day major industrial concerns insist that their 
executives carry Minifon because it is the only 
foolproof way to record on-the-spot information 
from contacts in the field. 

Minifon hears everything said and forgets 
nothing—eliminates errors-of-memory that go 
into written reports. Minifon with automatic 
push button controls takes notes anywhere, 
under any conditions— you can even “‘talk to it” 
while driving a car or flying a plane! For details 
mail coupon below! 


ILLINOIS, Dept. N.B.6 
Exclusive U.S.A. Importers 





j @) GEISS-AMERICA, CHICAGO 45, 


Please send me completely illustrated bro- 
chure on the MINIFON P55-S recorder . 





Address 


City 


Name of Company 








State es 
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THIS PROGRESS REPORT tells in a few 


words what the National Chamber is all 
about, what its objectives are, how it func- 
tions—and what it is accomplishing for the 
good of business, and in the public interest. 
Worth having, worth reading. We'll be glad 


to send you a copy free. 


Chamber of Commerce of the United States 


Washington 6, D. C. 
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HAVE FOUND COMFORT | 


IN THE HARTER C-1500 


THAN IN ANY OTHER 
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NEW DEBT DEBATE COMING continued 


The debt limit may prove costly and 
promote subterfuge and inefficiency 


a gap, so to speak, in their defensive 
armor against ever increasing gov- 
ernment spending. To expand gov- 
ernmental activities when the debt 
is near the ceiling, Congress must, 
by deliberate action, either raise 
taxes or raise the debt limit—both 
unpopular acts. 


2. It helps both congressmen and 
the Administration resist pressure 
from special groups for higher gov- 
ernment spending. If they point out 
the alternatives—‘“‘we must increase 
taxes or the debt limit”—they can 
turn aside requests, without having 
to take an unpopular stand on the 
particular issues or make tedious ex- 
planations. 


3. It is intended to help Congress 
regain or assert some of its historical 
and constitutional control over the 
public purse. As government has 
grown large and complex, the budget 
has become a great jungle. The Ad- 
ministration proposes, and Congress 
finds it frustrating and difficult to 
dispose. The debt limit provides an- 
other check which makes the Admin- 
istration come to ask Congress to 
raise the debt limit when it runs out 
of cash or embarks on expanded pro- 
grams. 

4. The debt limit can act as a device 
to keep government expenditures 
from ever increasing under the guise 
of economic stabilization policy. If, 
in every recession, government defi- 
cits are forthcoming, either automat- 
ically or as emergency actions, the 
need for temporary increases in the 
debt limit forces the repayment is- 
sue into the debate. Reversion to the 
lower debt limit when conditions 
improve also may help enforce a 
policy of budget surpluses and debt 
retirement during a boom. 

Many people in and out of Con- 
gress strongly adhere to a statutory 
debt limit because they see the pos- 
sibility that government spending 
will expand in recession and expand 
some more in a boom. 


Arguments against the debt limit: 


1. The debt limit is unworkable as 
a practical matter and imposes a 
dangerous strait jacket on fiscal pol- 
icy. In recession, automatic deficits 
are inevitable with our present tax 
structure and governmental respon- 
sibilities. If the debt is near the ceil- 
ing, the general funds of the Treas- 
ury become depleted and payments 


are delayed. At last, to avert a crisis, 
Congress must act hurriedly to raise 
the limit anyway. At best, it is 
argued, the debt ceiling delays and 
inhibits automatic, flexible defenses 
against recession. At worst (if Con- 
gress did not act), it would plunge 
the economy into disorder. 

In some circles, there is strong 
feeling that the debt limit is par- 
tially responsible for the current 
business downturn. Last fall, pay- 
ments by the government were be- 
ing stretched out and new contracts 
slowed down to help the Treasury 
keep within the debt limit. Some feel 
that this fiscal stringency helped 
create the severe cash drain on busi- 
ness which quickened the decline. 


2. The debt limit is costly. When 
the limit is bearing down continu- 
ously on top of the existing debt, it 
actually increases costs to the tax- 
payers. The Treasury cannot bal- 
ance out receipts and disbursements 
within the fiscal year by temporary 
borrowing or manage existing debt 
most economically. Accounts pay- 
able become overdue and payments 
are stretched out. Contractors must 
raise the prices they charge the gov- 
ernment in order to cover the costs 
of additional working capital. In ad- 
dition, other government agencies go 
to the private market and borrow at 
higher interest rates than would be 
necessary if they could borrow 
through the Treasury. 


3. The debt limit promotes fiscal 
subterfuge and weakens fiscal con- 
trol. The statutory ceiling applies 
only to the direct debt of the govern- 
ment, but the indirect debt of spe- 
cialized government lending and 
other commercial-type agencies has 
grown enormously and _ pressures 
continue to mount for additional in- 
direct government borrowing. TVA, 
for example, last year asked for 
authority to sell revenue bonds di- 
rectly to the public instead of bor- 
rowing openly from the Treasury. 
To be sure, indirect debts have 
grown for other reasons, but the debt 
limit is partly responsible. There is 
good reason to question the wisdom 
of the growing tendency in govern- 
ment to finance outside the regular 
budget and debt channels. It is be- 
coming much more difficult to evalu- 
ate what the government is doing. 

4. The debt limit harasses Treasury 
Officials at a high cost of wasted man- 
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agerial talent and operating ineffi- 
ciency. Even in surplus years when 
debt is being retired, the Treasury 
normally engages in short-term bor- 
rowing to even out the seasonal 
flows in receipts and disbursements. 
When the debt is bumping the ceil- 
ing, normal short-run adjustments 
in the Treasury’s cash position can- 
not be made readily, if at all. Gen- 
eral funds become low and must be 
shifted about to meet regional 
drains. Special deposits maintained 
at home and abroad for various spe- 
cial purposes must be juggled to 
keep government checks from bounc- 
ing. Managing the Treasury’s cash 
account becomes a nightmare. 


Between the partisans are those 
who like the idea of a debt limit as a 
psychological deterrent to govern- 
ment, but think it should be higher 
to leave room enough for normal 
deviations from even the best budget 
estimates in receipts and disburse- 
ments. The more ardent advocates 
of a tight debt ceiling, however, 
point out that, to be effective, it 
continuously must be pressing down- 
ward. They also fear that whatever 
managerial or discretionary margin 
is allowed would be used not for 
flexibility but for permanent addi- 
tions to the debt. 

Some people view the debt ceiling 
as an awkward instrument which 
may help government officials resist 
some pressures, but they also raise 
the question as to whether such a 
crutch actually improves the pro- 
cesses of responsible government. 

The cynic is inclined to view the 
recurring wrangle over the debt 
limit as a form of congressional self- 
punishment for past fiscal sins—a 
distracting exercise in legislative 
hindsight. Current cash payments 
by the Treasury are not determined 
by decision today, but by past con- 
gressional action. In large measure 
they are determined by appropria- 
tions made a year or two ago, and 
programs started much earlier. Past 
decisions bring a converging stream 
of claims to the Treasury in excess 
of current revenues and borrowing 
limitations. 

The will to resist irresponsible 
spending—whether advanced under 
the guise of stabilization necessities 
or social priorities—must come from 
a desire to keep government activi- 
ties in their proper sphere and 
prevent creeping inflation engender- 
ed by one-sided antirecession pol- 
icies. To place the emphasis on a 
rigid debt policy puts the line of de- 
fense where it is not likely to be ef- 
fective. To do so may even divert 
attention away from the more fun- 
damental issues of congressional re- 
sponsibility. END 
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To much tension 





—or not enough 


WHAT TO DO ABOUT STRESS continued from page 35 


Three major crises add to tension felt 


by executives during business careers 


where up is. Sometimes individuals 
pass it without the satisfaction of 
knowing they have achieved it. 

This single-minded devotion often 
makes it difficult to distinguish be- 
tween work and the rest of life. As a 
result we find people taking short 
and inadequate vacations, not get- 
ting enough relief from the tension; 
saying, “I don’t have time for that’; 
often taking too much work home at 
night. 

All of us take a certain amount of 
work home at night, but there is such 
a thing as too much of it. 

Even when sitting down at lunch 
the characteristic thing is to talk 
about business. 


But if a man really wants to suc- 
ceed in his job, doesn’t he have to 
do that? 


Dr. LEvINSON: I am not so sure 
that we have to talk business at lunch 
and all the time, or that we are so 
driven that we can’t depart from it 
occasionally. 


Dr. Moputn: The people who do 
so, answer: “If I don’t, if I let down, 
if I take Thursday afternoon off to 
play golf, somebody is going to get 
ahead of me.” That is the thing that 
drives them. They are sensitive to 
competition. 

To summarize things, we may say 
that we all struggle constantly with 
two basic psychological problems: 
How to handle properly our ten- 
sions, which arise primarily from 
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our hostile and aggressive drives, 
and how to achieve satisfaction and 
gratification. 

Now, the executive who is getting 
all of his satisfaction out of his job 
is stuck. If something goes wrong in 
the business he is in a bad way. As 
far as getting relief from tensions 
and pressures, if he has only one way 
to do this, he is a constricted man. 


Dr. LEVINSON: Another increas- 
ing problem is mobility, especially 
of larger organizations. If a man is 
promoted and goes from one place to 
another it makes it tough for him 
and his family to sink roots in a com- 
munity and to maintain them. He 
raises the question: “Just where do 
I belong? Where do I fit? What is 
home base for me?” 

Often the tie then is to the busi- 
ness. If anything happens to the 
business, this makes it pretty rough 
for him. 

Also, if the man does move, he 
often finds that although he was a 
wheel in a small community in a 
new and larger community he no 
longer is looked upon with the same 
degree of respect. So, some of the 
recognition that he had previously 
received is taken away from him. 

Then there is the whole business 
of promotion. On the one hand, the 
ethic of the business situation is that 
you have to be promoted. If you 
aren’t promoted when it is your time 
to be promoted, this is often. looked 
upon as having failed, even though in 





a realistic sense one may not have 
failed at all. But, on the other hand 
some people can’t take continuing 
promotions. We all have our limita- 
tions. 

Then there are certain kinds of 
job crises, or decision points. For 
example, by the time a young man is, 
let us say, 30, in a large business or- 
ganization, he has to make a deci- 
sion. ““Am I going to stay with this 
or not? Because beyond a certain age 
I can’t move to many other com- 
panies.” 

There is much emphasis on growth 
and development from within. You 
have to start at the bottom. But after 
a few years you can’t start at the 
bottom again. So you have to decide 
whether this is going to be it or 
whether you are going to move to 
something else. You can’t move to 
many things in a matter of a few 
years. So this becomes a crisis point, 
the need to make a decision at an 
early point. 

Incidentally, this may be one 
point where it might be helpful to 
have professional consultation as one 
thinks of long-term goals. 

A second crisis or decision point 
is one of middle-age stock-taking. 
We all get to the point where we 
know it’s downhill from now on. We 
are less physically capable. We have 
achieved certain goals; there isn’t 
much farther we can go. We have 
fewer years ahead than we have be- 
hind. One begins to ask himself, 
“Well, did I get what I worked for?” 

He may find that he got only part 
of the way to the goals he set for him- 
self. There follows a certain amount 
of frustration, recognizing that “I am 
not going to get it.” 

A third crisis is the problem of re- 
tirement. Often there is a suggestion 
that people take up a hobby on re- 
tirement. Now, as we have said, hob- 
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bies have their place; but to take up 
a hobby is really not for many people 
a substitute for the kind of respon- 
sible leadership which they have ex- 
ercised over the years. One has to 
plan ahead and to think ahead on 
what he is going to do which will 
make the best use of his resources 
and experiences and not merely 
think in terms of hobbies to antici- 
pate this vast emptiness that comes 
when one cuts off all he has been 
doing. 

What are you going to do about 
that? Here is where we come to the 
consideration of having a variety of 
experiences in life so that one isn’t 
totally dependent on business alone. 

Dr. Mop.in: Another problem 
is assuming additional leadership 
and responsibility. This is a sort of 
corollary to loneliness. When you 
are a supervisor you have some re- 
sponsibility and authority. But there 
are 40 other supervisors at the plant. 
When you get to be department man- 
ager or division manager, there are 
only four other division managers. 
When you get to be executive vice 
president, that’s the only one of its 
kind. 

The more you have these positions 
of responsibility the more _ stress 
may be produced. The amount de- 
pends upon our psychological con- 
cept of what authority and responsi- 
bility and leadership are. It depends 
upon how able we are to adapt from 
being a follower to being a leader. 
Those are two different social and 
psychological roles. 


How would a man know if he has 
that adaptability? 


Dr. Mop.Lin: Diagnosing such a 
problem in advance is not easy. The 
usual thing in talking to people like 
that is to try to estimate how much 
anxiety and how much discomfort 
they are having. 

A man will say, “I don’t want any 
more responsibility. I don’t want to 
give up the time I have with my 
family,” or “I don’t want any more 
headaches. I am comfortable where 
lam.” 

The psychiatrist can base his 
judgment about it on how the person 
himself feels. Sometimes he can’t tell 
you in so many words, but you can 
tell it from his behavior. 

The organization itself expects 
every man to get ahead and to look 
for promotion. Top executives are 
baffled when an assistant division 
manager doesn’t want to become 
manager. 

One of the constant queries to us 
is, “How can we identify the young 
man who is going to get ahead 
early?” They are mistaken so often. 
A company will promote three men. 
One of them will fall apart and start 
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WHAT TO DO ABOUT STRESS continued 


What his superior does or doesn’t do can 


materially affect an executive’s growth 


to drink. The second will do a medi- 
ocre job. The third will do well. 

If we assume that everybody 
wants to get to the top of the ladder 
we find ourselves perhaps sometimes 
driving people who don’t want to be 
driven. 


Will a person be more successful 
if he realizes his limitations and 
doesn’t try to exceed them? 


Dr. LEVINSON: Yes. He can do 
the job he is comfortable in; but put 
in a job where he is not comfortable, 
he may not succeed at all. Even if 
you know the man, it is difficult to 
tell whether he will break down on a 
job unless you also know what ten- 
sions the job presents. 

We know that in different kinds 
of emergencies different kinds of peo- 
ple arise as leaders. Usually the 
group leader turns out to be the per- 
son who has the most skill in coping 
with that emergency. 


So a man’s performance on a job 
depends on the circumstances under 
which he is going to be working, 
what kind of supervision he will be 
given; the kind of support he will get 
from the business structure and 
other people to cope with the prob- 
lems he must handle. 

A man in business is not just a 
single figure alone. He has contact 
with the company. There are rules to 
go by; others to turn to for help on 
special issues, things of this sort. 

Often a person’s growth in a busi- 
ness situation depends on the kind 
of boss he has; whether the boss is in- 
terested in him, wants to help him, 
does help him, advises and guides 
him. 

All kinds of things add to a per- 
son’s strength or make drains on it. 


It is difficult to tell whether a 
man will succeed until you know 
all of these variables? 











Dr. Levinson: 


“Peace is an illusion as 
long as we are alive....Our 
hope in talking about this 
is that people can learn to 
cope with their problems 
with greater equanimity.” 


Dr. Modlin: 


“Many executives get to 
the top because they are 
men of action rather than 
men of introspection. A 
difficulty of self-analysis is 
almost built into them.” 


Dr. Mop.tin: A good psychiatric 
evaluation will tell you quite a bit. 
And one need not be sick for a psy- 
chiatric evaluation to be of value to 
him. 


What would that involve exactly? 


Dr. Mop.tin: As we conduct evalu- 
ations here it takes about two weeks. 
The psychiatrist will see the patient 
each day for an hour’s interview. We 
will have a battery of psychological 
tests. Members of his family will be 
interviewed. We want to get as com- 
plete a picture as possible from the 
time he was born or even before; 
what his complete background is, his 
childhood history, how he handled 
the problems of adolescence. A com- 
plete history of development, work, 
recreation, relaxation, marriage, sex; 
the whole works. By the time you 
get a pretty good idea of how a man 
has grown you can project what he is 
going to be in the future with some 
validity. 


Would this be beneficial to a busi- 
ness organization considering a 
man? 


Dr. Mop.tin: Yes. Suppose the 
man is only 32. He will still be able 
to define a number of instances when 
he came in contact with authority 
and how he reacted. How did he get 
ahead in his Scout work? How did he 
get along with his high school work? 
How did he get along with his fa- 
ther? What tactics did he use to 
emancipate himself from his parents 
in adolescence? Is he going to use 
these same tactics with people now? 
Dr. LEVINSON: Some psychologi- 
cal consulting firms do part of this in 
the process of executive selection 
and evaluation. They interview peo- 
ple and use psychological tests to 
make predictions about how people 
will do with increasing responsibil- 
ity. 

In these interviews there are ques- 
tions about people’s goals in life, 
their motives, the type of psycholog- 
ical needs they have. One can then 
make some pretty educated guesses 
about how particular jobs will, or 
will not, meet people’s needs. 


Today’s executive seems to be in- 
terested in knowing himself better 
as a first step in understanding 
others. How does he learn to un- 
derstand himself? 


Dr. LEvinson: Dr. Will [Dr. Wil- 
liam C. Menninger, President, The 
Menninger Foundation] suggests 
boundary lines that one should ex- 
amine in himself having to do with 
his relationships both in his work 
and with other people. 

He asks people to take a look at 
their relationships with other people. 
Are you changing your friends all 
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the time, or do you maintain over the 
years strong and continuing friend- 
ships? The assumption is that one 
who can maintain a constant and 
enduring relationship with other 
people has greater positive strength 
for himself. 

He also asks people to take a look 
at how they deal with reality when 
under stress. Can you go after the sit- 
uation and lick it or does it get you 
down? Do you spend time on things 
that have nothing to do with the par- 
ticular stress that confronts you? 

Another yardstick is, how well can 
you accept your present frustrations 
to achieve something better in the 
long pull? If, for example, one can’t 
go through the necessary period of 
training to achieve professional rep- 
utation, or a business career—if he 
can’t tolerate the tension required to 
do this—then this detracts from his 
ability to achieve certain long-term 
goals. 

Dr. Will offers this other one: Can 
a person find more satisfaction in 
giving of himself to other people, or 
does all his satisfaction have to 
come in taking from other people, in 
being the only one that is important 
to himself? 

The last one he talks about is: Are 
you able to relieve tension and anx- 
iety with appropriate emotional 
outlets? We all have tensions and 
anxiety at times, but do we have 
ways of coping with this? For ex- 
ample, in the course of a working 
day you may get angry or frustrated 
about something. You can’t go 
around punching people on the nose; 
you can’t go home and holler at the 
kids and kick the dog. There are 
other outlets through which you dis- 
charge this tension. Perhaps even in 
a constructive way. 

Each of us has ways which are 
most comfortable for him. Some peo- 
ple get rid of tension by watching ath- 
letic events, boxing, football games. 


Dr. MopDLIN: One of the most con- 
stant victims of frustration and an- 
ger is the golf ball. 


Dr. LEVINSON: We often get into 
discussions with people about vari- 
ous kinds of issues; political, social, 
and otherwise—another form of out- 
let. We play sedentary games—card 
games, chess or something of that 
sort—which offer us an opportunity 
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to compete, to attack, in a sense, the 
next person, in a socially acceptable 
way. 

Some of us hike, some of us work 
in the shop in the basement; some of 
us belong to chambers of commerce 
and work in community projects. We 
spend a great deal of our energy in 
developing something constructive. 


Is a man likely to spread himself 
too thin? Should he limit the total 
number of his interests? 


Dr. LEVINSON: This is another 
problem of the executive. When one 
rises to a position of responsibility in 
business, other people automatically 
increase their demands on him. Ev- 
erybody wants him to lend a hand. 
Often he finds himself burdened 
down. There comes a time when one 
has to say, “This is enough.” 

The time to draw the line is when 
one feels too harried, when he begins 
to realize that he can’t do all this and 
his work, too. The particular point 
at which one draws the line is pretty 
much an individual matter. 


Is tension necessarily bad? 


Dr. MopDLIN: We sometimes use 
that term rather loosely. As Dr. Lev- 
inson was using it, the implication 
always is that there is excess tension. 
There is such a thing as normal ten- 
sion. In fact, we see some people 
whom we think don’t have enough; 
they are too phlegmatic, too easy 
going. 


How can a man tell when tension is 
getting to the unhealthy stage? 


Dr. MopLIN: :There are many 
ways but the difficulty is that these 
things are subtle. A person some- 
times doesn’t recognize it until it gets 
out of hand. That is, he will take 
more drinks than usual at the cock- 
tail party. 

He will not necessarily be aware of 
it. It takes a pretty introspective per- 
son to tie up aspects of his own be- 
havior. 

His wife may say, “Weren’t you 
dninking too much tonight, dear?” 
She will see it before he will. 

Or he will be unusually sharp one 
night with the family. His wife has 
seen it before, and she holds her 
tongue. It blows over in a couple of 
days, and the executive hasn’t been 
aware that he has been hard to live 
with. 

But the greater tensions may 
cause him suddenly to get in an ar- 
gument with his junior partner- 
something he later regrets. Then he 
may start thinking about why he 
did so. 


What actions should he take if he 
finds himself doing these things? 


Dr. Mop.tin: The best technique 











Worldé Greatest Economy 
in Light Hauling! 
780 
TRUCKSTER, 


Low original cost, low operating cost, 
low maintenance cost have made the 780 
Truckster the choice of thousands of 
industrial, commercial and govern- 
mental users. 
Powerful Cushman Husky 4-cycle engine 
delivers matchless performance. Payload 
capacity is rated at 800 pounds. 
Fiber glass cab and side curtains avail- 
able as optional equipment, along with 
wide variety of body styles to meet your 
specific need. Electric starter also 
available. 
SOLD AND SERVICED NATIONALLY 
Replacement parts immediately available 
Dealer inquiries invited 


Ask your dealer for a FREE demonstration 


or Write for new FREE Booklet today 


CUSHMAN MOTOR WORKS, INC. 


A subsidiary of Outboard Marine Corporation 
925 NO. 21st, LINCOLN, NEBRASKA 


FINEST TOWELS 
for less than $2.00 


per employee per year! 





A New Jersey corporation with 500 
employees using Mosinee white Turn- 
Towls found that the cost of towel 
service in 1956 was $1.94 per employee. 

Cost of previous service with other 
towels was $2.52 per employee per year. 


BAY WEST PAPER CO. 
1102 W. Mason St., Green Bay, Wis. 
A subsidiary of Mosinee Paper Mills Co. 


BAY WEST PAPER CO. ' 
1102 West Mason St., Green Bay, Wis. ; 
Please send me the free Turn-Towl Kit with , 
complete information on Turn-Towl Service. 
Name . 1 
Firm : 
Address é 
City 











WHAT TO DO ABOUT STRESS continued 


There are socially acceptable methods 


to work off one’s aggressive feelings 


for handling such tensions is for him 
to become aware that he has them 
and is reacting somewhat abnormal- 
ly. He should then try to define the 
stress he is reacting to. If he can find 
the cause of his discomfort, he has a 
good chance of figuring out some- 
thing to do about it. 


What should a man do when he no- 
tices himself behaving differently 
than he used to? 


Dr. Mon.tiIn: It varies. People 
vary in their capacity to be intro- 
spective. This may be one of the 
problems of the executive. Many ex- 
ecutives get to the top because they 
are men of action rather than men of 
introspection. A difficulty in self- 
analysis is almost built into them. If 
he can really talk to his wife, or toa 
good, close friend, that should help. 
The use of talk is one of the safest 
ways of relieving tension. Some peo- 
ple react behaviorly rather than ver- 
bally. 

They are the people who are likely 
to get in trouble. 


By getting too aggressive with 
others or drinking too much? 


Dr. MopLIn: Yes. Or driving a car 
too fast. Or bawling out a friend or 
making an impulsive decision. 

If they can stop and think before 
they act; they are much better off. 
Of course, the man of action often 
gets more done than the thoughtful 
man, and so his action-oriented per- 
sonality is sometimes at a premium 
in certain kinds of executive jobs. 


Should executives take mental 
checkups just as they do physical 
checkups? 


Dr. LEVINSON: It would be useful 
to ask himself: “How am I doing? 
How am I coping with these stresses? 
What are my goals and my values; 
and how effectively am I pursuing 
them?” 


Should he do this with a psychia- 
trist or psychologist? 


Dr. LEVINSON: Yes; unless he 
happens to have a particularly sen- 
sitive physician with whom he has a 
good relationship; someone who is 
sensitive to the emotional aspects of 
a person’s health, and with whom he 
can talk. 

Some companies provide for a reg- 
ular opportunity for their executives 
to talk with a psychiatrist. 
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Incidentally, one of the values in 
regular talks with somebody is that 
as time goes by, you keep talking 
about the same kinds of problems. 
This is one way of becoming alert to 
the particular things which help to 
create stress. 


What kind of formula would you 
recommend for maintaining men- 
tal health and balance? 


Dr. LEVINSON: A range of inter- 
ests is certainly one. 

A second is to have an opportunity 
to talk to someone else about one’s 
own tensions and problems. 

A third is to take stock from time 
to time about one’s goals, one’s as- 
pirations, one’s values. What is it 
that you want out of life over the 
long pull? 

What do you want to be able to 
look back on as having devoted these 
days which are not going to come 
again? 

Another is to budget one’s time. 
We are much concerned with budg- 
eting in a business situation. We 
know we have only so much money 





and we have to use it in the wisest 
way. We have to do the same thing 
with ourselves. 

We have only a limited amount of 
time. We have certain kinds of goals 
and desires and aspirations. How do 
we allocate our time to insure that 
we devote a certain amount to the 
family, enough to the business, 
enough to outside things which give 
us a range of contacts and experi- 
ences? 

Another thing is vacation—some- 
thing to relieve the pressure tempo- 
rarily, to regain one’s strength, to re- 
lax a little bit, to recharge one’s 
battery, as it were. 

I think another thing is some con- 
sistent opportunity to invest one’s 
self in other people. All of us get 
gratification from doing this. One of 
the things that we often do in pre- 
scribing course of treatment is to sug- 
gest that people take on some kind of 
voluntary work where they as indi- 
viduals, are critically important in 
the lives of somebody else. 

One can do this, not as an execu- 
tive, not as a president, but as a 
human being. 

The primary value in such a situa- 
tion is that he has value as a human 
being, no matter what his name is or 
what his rank is. 


Then there is such a thing as self- 
help in the field of mental health? 


Dr. LEvINsON: Yes. In the same 





FOR PEACE OF MIND .. 


Dr. William C. Menninger advises executives: 
.... Set aside a little time once a year, at least, 
to decide where you are going, what are your 
priorities, ambitions, aspirations. 
are the president. So what? What in your per- 
sonal life is most important to you? What is 
your time allotment in terms of those things? 
Do you know whether you are going in the right 
direction, and, most .of all, where you want to 
get to? Not just in your businesses alone, but 
also in the personal things—your own free eve- 
nings, your own feeling of status and worth- 
whileness in life, your own dignity, your own 
integrity, your family.” 
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sense that there is help in physical 
health by proper diet, by proper ex- 
ercise, and things of that sort. One 
may take excellent preventive care 
of himself physically. This will not 
perhaps prevent his getting pneu- 
monia or having to have his gall 
bladder operated on. But it will give 
him more strength to cope with 
whatever physical stresses may af- 
fect him. 

In the same way one can take pre- 
ventive steps in the field of mental 
health. 


What is the best rule of thumb for 
coping with emotional problems as 
they arise? 


Dr. Levinson: I don’t know 
whether it is the best one, but there 
is one important one: to understand 
that life is a series of problems, and 
all of us face them. 

There is no such thing as peace of 
mind. 

Peace is an illusion so long as we 
are alive. We can cope with our 
problems with greater or less equa- 
nimity, and our hope in talking 
about this is that people can learn to 
cope with them with greater equa- 
nimity. 


By talking about it, by understand- 
ing, by being aware that these 
problems do exist? 


Dr. LEVINSON: One, to recognize 
that they do exist. Two, to recognize 
that they can get out of hand for us; 
and that at times it is helpful to talk 
to someone who can help us. From 
time to time for each of us they 
sometimes run a little bit out of hand 
and we need to have some help in 
dealing with them. 


Dr. MoDLIN: One may say, in a 
simple way, that the reason for hav- 
ing a psychiatrist is that we are all 
limited in our capacity for self- 
analysis. 


Dr. LEVINSON: It’s a mark of 
strength, in our judgment, to recog- 
nize when one needs help; not a mark 
of weakness. 

Now, industry makes wide use of 
management consultants to deal 
with specific problems; different 
kinds of consultants for different 
kinds of problems. The businessman 
who recognizes the need for an out- 
side opinion, outside advice and 
help, in his business would do well 
also to recognize the need sometimes 
for personal help. END 





REPRINTS of “What You Can Do 
About Stress” may be obtained for 
15 cents a copy or $10.15 per 100 
postpaid from Nation’s Business, 
1615 H Street N.W., Washington 6, 
D. C. Please enclose remittance. 
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‘‘As you sow...’’ Andy! 


You realize, of course, that Sputnik opened the door to a new 
era. That the Space Age is not a thing of the distant future, but 
is upon us today, and that Main Street, Our Town, is feeling 
the effects. 


To keep up with the times, to profit from these developments, 
you and I as businessmen must ‘take stock.’ We must re-evaluate 
our present systems and methods. We must stay informed and 
alert. Above all, Andy, we must act collectively to improve con- 
stantly our business conditions, and to make Our Town a better 
place to live in and to work in. 


Our local Chamber of Commerce, of course, is the best vehicle 
for that organized action. And, if we are going to do more this 
year, naturally it’s going to cost us a little more. The rewards 
will be that much greater. 


You asked me why our membership dues are slightly higher 
this year. Let me tell you, Andy, it’s a healthy thing that they 
are, because it indicates an up-to-date program. Effective. Hard- 
hitting. In tune with these challenging times. And with sights 
set on the future of the community. Our community, Andy, 
yours and mine. 


Rte lrog ress 


Speaking for 
your local Chamber of Commerce 
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How do you account for 
the fact that you don’t 
have two incomes ? 


Chances are there’s no reason for you to 
plod through life on only one income. .. 
unless you want to. 


To get a second income you have a won- 
derful array of choices. Especially if you 
consider an income from dividends on 
common stock. 


One of the advantages of owning good 
common stocks is that extra income from 
dividends can continue for a lifetime and 
beyond. Another is that if the company 
grows, so can your investment. 


Our little booklet, “DIVIDENDS OVER THE 
YEARS,” gives much helpful information 
about investing. It includes a list of well 
over 300 stocks on the New York Stock 
Exchange that have paid dividends every 
year for a quarter of a century or more- 
some of them for several generations - 
and shows which ones have paid 5 to 6 per- 
cent at recent prices, which are preferred 
by financial institutions. It describes the 
Monthly Investment Plan, through 
which you can become a part-owner of 
some of America’s most famous com- 
panies for as little as $40 every three 
months up to $1000 a month. The coupon 
below will bring it to you free. 


For investment use only money left over 
after living expenses and emergencies 
have been provided for. Remember, not 
every company grows, some may not 
make a profit, may not pay dividends. 


And stock prices can go down as well as 
up. So never depend on tips and rumors. 
Get the facts about the company. 


And this is where a nearby broker can 
help you so much. If you don’t know a 
broker, drop in on one today. Make sure 
he’s with a Member Firm of the New 
York Stock Exchange. He’ll help you 
plan an investment program in keeping 
with your pocketbook, perhaps recom- 
mending bonds instead of stocks. He’ll 
help you buy or sell. And occasionally ask 
him to review your securities with you. 


Send the coupon now. It can be your first 
step towards a second income. 


Own your share of American business 


Members New York 
Stock Exchange 


For offices of Members nearest you, look under New 
York Stock Exchange in the stock broker section of 
your classified telephone directory. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Send for new free booklet. Mail to 
your local Member Firm of the Stock 
Exchange, or to the New York Stock 
Exchange, Dept. B-38, P. O. Box 252, 
New York 5, N. Y. 

Please send me, free, “DIVIDENDS OVER 
THE YEARS, a basic guide for common 
stock investment.” 


NAME 





ADDRESS. 


Ce 


ee ee 
Name me ee ee ee 
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A. Samuelson, president of A. Samuelson Wire Rope, New York, N. Y. 


“Telephone calls keep us on top of a nationwide market” 


“T recently telephoned a Cleve- 
land company that wanted to sell 
several hundred thousand dol- 
lars’ worth of wire rope,” says 
Mr. Samuelson. 

“During the following week, 
I arranged, completely by tele- 
phone, to purchase the entire 
stock, 


| have made the purchase in so 


Only by telephone could 


short a time—and with complete 
personal understanding. 


“This is just one instance 
where we’ve used the telephone 
to keep our company on top of 
a nationwide market,” says Mr. 
Samuelson. “We depend on it, 
and it never lets us down.” 


Whether you buy or sell, the 
quickest way to the heart of 
out-of-town business is by tele- 
phone. It’s fast, personal and 
economical, 


LONG DISTANCE RATES ARE LOW 
Daytime Station-to-Station Calls 


For example: 

New York to 
Wilmington, Delaware 

Pittsburgh to Columbus 

Buffalo to Boston 


Denver to 
Kansas City, Missouri 


San Francisco to Tulsa 


First 


3 Minutes 


60¢ 


70¢ 
$110 


$135 
$205 


Each Added 
Minute 


15¢ 
20¢ 
30¢ 


35¢ 


Add 10% Federal Excise Tax 


BELL TELEPHONE SYSTEM 
Call by Number. It’s Twice as Fast. 








HERE’S A CONTEST 
YOU CAN WIN 


OuR ROSTER of national heroes now includes a new 
classification: 

The successful quiz show contestant. 

For these people we reserve an accolade which— 
many complain—we deny to more practical types of 
intellectual achievement. 

Perhaps the difference is that quiz contestants do 
their thinking in public and for known stakes. With 
them we suffer vicariously the tortures of mental 
concentration. Having suffered, we object that the 
Internal Revenue Service shares so generously in 
their earnings. We concede that our own brains could 
never hold such oddments of diverse information 
subject to instant recall. 

If we think this means that we can never be quiz 
contestants, we resign too quickly. 

The world’s biggest sponsor has scheduled a na- 
tional quiz show and we are all contestants. 

Come November, in the isolation of the voting 
booth, every citizen will face the duty of answering 
questions about the future. 

Fortunately, the citizen still has time to prepare 
for this challenge. He can inform himself which 
proposed policies will help the upward march of the 
economy, which ones are rushed together in the name 
of crisis or emergency. He can study the records of 
the people who have supported these programs or the 
backgrounds of those who propose to support them. 

He can, if he really works at it, make his job asa 


voter easier by joining with other men of integrity, 
vision, intelligence and ability in drawing up sound 
policies, making their soundness known, and support- 
ing men who believe in them and will work for their 
adoption. 

None of this is easy. It takes time, energy and is 
often rewarded with abuse. 

But it is not too hard or time-consuming for those 
who are interested in having government intrude more 
deeply into the economic affairs of the country or in 
having decisions that control business and industry 
transferred into the hands of people on the federal 
payroll. 

These people know that democracy doesn’t work by 
itself; that those who most interest themselves in 
politics will be of most interest to politicians. 

They will go to the polls, and send their friends to 
the polls, knowing the answers that are right for them. 
In places where their power is greatest, it is con- 
ceivable that for them there will be no wrong answer 

But that is not inevitable. 

If businessmen and others will make the small 
sacrifices the job requires, the citizen will leave the 
voting booth next November with a winning so great 
that no other quiz show anywhere will ever match 
them. 

The prize is sound legislation, solvency of the gov- 
ernment, survival of the country and vitality of the 
private enterprise system. : 
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J. B. was a puzzled man—and had a right to be. 





His firm had loads of workmen’s comp and liability. 
And yet his rate of accidents climbed up—it fairly soared— 


Insurance costs went far beyond what he could well afford. 























So J. B. called a Travelers man, who said, “Your wisest course 
Is calling up our firm—we stop your trouble at its source. 
Our Travelers safety engineers will help eliminate 


Unsafe machines and methods to improve your safety rate.” 














“Our handy claim locations—all two-hundred-fifty-one— 
Assure you speedy service; we can get there on the run.” 
So J. B. took The Travelers plan, his buy was most astute; 


Now all his men are safer and his rates are low to boot. 








ACCIDENTS 








RATES 
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If you'd like your insurance to start working right away 


Just call your friendly Travelers man—why put it off a day? 
He'll build a business program that will fit you to a “T”’— 


He'll help you make that safer plant an actuality. 


THE TRAVELERS 


Insurance Companies 


HARTFORD 15, CONNECTICUT 


All forms of business and personal insurance including Life « Accident « Group « Fire « Marine « Automobile + Casualty « Bonds 





: ght NEW... 
TIME Mey SUST 
FAVORITE Po CREATED! 








20/20 BUFF* 
Makes Figures Stand Out 


Use with pencil, ink or ball point. Reproduces 
on wet or the new all-electric dry process ma- 
chines. A NEW paper made by Hammermill 
Paper Company to our specifications: 





NATIONAL BLANK BOOK Co. Se 
Dept. 126, Holyoke, Massachusetts a’ 


Here is an analysis sheet I am now using. In return please send me: 

FREE SAMPLE PAD. I choose: EYE-EASE [| 20/20 BUFF (J (check one only). 
Name. 

Company 

Street 

City 











